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LETTER OF TRANSMITTAL 


Marca 8, 1960. 
Hon. Overton Brooks, 
Chairman, Committee on Science and Astronautics. 

Dear Mr. CuHarrman: The Subcommittee on Patents and Scien- 
tific Inventions herewith submits a report on “Proposed Revisions to 
the Patent Section, National Aeronautics and Space Act of 1958.” 

In response to your instructions, this report contains the findings 
and recommendations of the subcommittee pursuant to a study of the 
space research patent problem. The subcommittee was unamimous 
in its determination that a change in the patent section of the current 
law is necessary and necessary now. uile the subcommittee was 
not unanimous in its opinions of the best way to effect the desired 
changes, the solution finally agreed upon is one to which a majority of 
members have subscribed as reasonable or practicable. 

The subcommittee wishes to acknowledge the invaluable services 
of Francis C. Browne, a senior partner of Mead, Browne, Schuyler & 
Beveridge, Washington, D.C., as technical adviser throughout the 
subcommittee’s inquiry. It also wishes to express its thanks to 
George J. Feldman, executive director and chief counsel of the former 
House Select Committee on Astronautics and Space Exploration, for 


serving as special consultant in the study phases of the subcommittee’s. 


work. 


The subcommittee believes that this report, prepared by profes- 


sional staff member Philip B. Yeager in consultation with John A. 


Carstarphen, counsel, will provide the full committee with an effective- 


picture of the complex problems of Government interests in and own- 
ership of inventions produced under space research programs. 


Erwin MircHet., 
Chairman, Subcommittee on Patents and Scientific Inventions. 
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PROPOSED REVISIONS TO THE PATENT SECTION, 
NATIONAL AERONAUTICS AND SPACE ACT OF 1958 


PART I—BACKGROUND 


History or THE Patent PROVISION OF THE NATIONAL AERONAUTICS 
AND Space Act or 1958 


On April 2, 1958, President Eisenhower in a message to Congress 
proposed the establishment of a new National Aeronautics and Space 
Agency. This Agency was to have responsibility for civilian space 
and aeronautical research and operation, and its general function 
would be the advancement of a coordinated national space program. 

Shortly thereafter both the House of Representatives and the Senate 
created special committees to deal with this problem. In the House 
the committee was designated the Select Committee on Astronautics 
and Space Exploration; the chairman was Representative John W. 
McCormack, of Massachusetts. The Senate committee was desig- 
nated the Special Committee on Space and Astronautics with Senator 
Lyndon B. Johnson, of Texas, serving as chairman. 

On April 15, 1958, the House select committee opened hearings 
on ways and means of formulating and effecting a national space 
program. The committee had before it a dozen bills introduced by 
various Members of the House, including the administration’s request 
as introduced by Representative McCormack, H.R. 11881. This bill 
did not contain a provision relating to the treatment of patents or 
property rights in inventions. The President’s message was also 
silent on the point. 

Hearings continued until May 12; 1958, during which time 51 
witnesses were heard. The question of patent ownership, insofar as 
the proposed Space Agency was concerned, was not discussed in 
detail during these hearings; in fact, it was rarely mentioned. 

Following the close of the hearings, however, and during executive 
sessions, the select committee determined that some provision 
governing the ownership of inventions produced under the space 
program with the aid of Government funds should be incorporated 
into the law in order to protect the public interest. Thus when the 
committee reported out a clean bill to create a civilian Space Agency, 
the new bill contained a brief patents provision patterned after certain 
sections of the Atomic Energy Act of 1946 as amended. 

The provision on patent rights was section 407 of H.R. 12575 and 
was as follows: 

Sec. 407. (a) Any invention or discovery made or conceived under any contract, 
subcontract, arrangement, or other relationship with the Administrator, regardless 
of whether the contract or arrangement involved the expenditure of funds by the 
Administrator, shall be deemed to have been made or conceived by the Administra- 
tion, except that the Administrator may waive the Administration’s claim to any 
such invention or discovery under such circumstances as the Administrator may 
deem appropriate. 

(b) In any case where the Administrator waives the Administration’s claim to 
an invention or discovery as authorized by subsection (a), the Administrator 
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shall retain the full right to use such invention or discovery in carrying out his. 
functions under this Act and to license other persons on such terms and conditions. 
as he may deem one to use such invention or discovery in the conduct of 
any activities authorized by or under this Act. In any such case the Admin- 
istrator may provide for the payment by the Administration or by the other 
persons licensed under this subsection, for the use of the invention or discovery, 
of a reasonable royalty fee determined by the Administrator in accordance with 
such standards and procedures as he may by regulation establish. 

(c) In any case where the Administrator does not waive the Administration’s. 
claim to an invention or discovery which is deemed to have been made or con- 
ceived by the Administration under subsection (a), the Administrator may grant 
to the persons who made or conceived the invention or discovery, as compensation. 
therefor, a cash award in an amount determined by the Administrator in accord- 
ance with such standards and procedures as he may by regulation establish. 


On June 2, 1958, the House of Representatives unanimously passed 
H.R. 12575 with the foregoing provision intact. The provision itself 
received little attention during House debate on the bill. 

Meanwhile the Senate Special Committee on Space and Astro- 
nautics had been holding hearings of its own on a number of Senate 
bills, including S. 3609, sponsored jointly by Senator Johnson and 
Senator Styles Bridges, of New Hampshire. The Senate bill, as was 
the case with the House bill first introduced, contained no patents 
provision. 

Following the passage of H.R. 12575 by the House, a marked interest 
in the new patent section was manifested through representatives of 
industry and the legal profession. Because of the intensity of this 
interest, which mainly displayed dissatisfaction with the provision, 
Chairman McCormack appointed a patent subcommittee to review 
the matter prior to any conference which might be held on H.R. 12575. 
The subcommittee chairman was Representative William H. Natcher, 
of Kentucky. Other members were: Representatives Brooks Hays, 
Arkansas; Lee Metcalf, Montana; Leslie C. Arends, Illinois; Gordon 
L. McDonough, California; Kenneth B. Keating, New York. The 
subcommittee and its staff discussed the problems involved with many 
interested parties, both Government and private, for several weeks. 
On the basis of its investigation the subcommittee recommended a 
revised patent section to be considered in conference and submitted 
it to the full committee. The suggested substitute was as follows: 


For Section 407 or H.R. 12575—Prorrrtry Ricuts INVENTIONS 


Sc. 407. (a) Whenever the Administrator determines that an invention or 
discovery was conceived, reduced to practice, developed, or otherwise made 
under, pursuant to, or as a result of any contract, subcontract, or other arrange- 
ment entered into, with, or on behalf of the Administration, the Administrator 
shall determine, under subsection (b), whether he is entitled to all right, title, 
and interest in and to such invention or discovery. In the event he determines 
that he is not entitled to all right, title, and interest in and to such an invention 
or discovery he shall require the person who conceived, reduced to practice, de- 
veloped, or otherwise made the invention or discovery (or his successor in interest) 
to grant to him a nonexclusive, irrevocable, royalty-free, worldwide license to 
make, use, and dispose of the invention or discovery, or to have the invention or 
discovery made, used, or disposed of, for governmental purposes. 

(b) The Administrator shall be entitled to, and may require the assignment to 
him of, all right, title, and interest in and to an invention or discovery referred to 
in the first sentence if he finds that— 

(1) the person who conceived, reduced to practice, developed, or other- 
wise made the invention or discovery was employed or assigned to perform 
research, development, or exploration work and the invention or discovery 
is directly related to the work he was employed or ayes to perform, or 
that it was within the scope of his employment duties, whether or not it was 
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made during working hours, or with a contribution by the Government of 
the use of Government facilities, equipment, materials, allocated funds, infor- 
mation proprietary to the Government or services of Government employees 
during working hours, or 

(2) the person who conceived, reduced to practice, developed, or other- 
wise made the invention or discovery was not employed or assigned to per- 
form research, development, or exploration work, but the invention or dis- 
covery is nevertheless directly related to the contract or to the work or duties 
he was employed or assigned to perform and was made during working hours, 
- lg : contribution from the Government of the sort referred to in 
clause (1). 

(c) The Administration shall be considered a defense agency of the United 
States for the purpose of chapter 17 of title 35 of the United States Code. 

(d) The Administrator may acquire, purchase, and hold patents and other 

roperty rights in inventions and discoveries, and he may use, lease, license 
pp me aa or nonexclusively), grant, exchange, sell, and otherwise dispose of 
the whole or any part of an invention or discovery to which he retains title under 
this section. As herein provided, the Administrator may, in cases where he has 
a right to title under this section, accept a license in lieu thereof when such action 
is deemed by him to be in the national interest. 

(e) The Administrator is authorized to take all suitable and necessary steps 
to protect any invention or discovery to which he has title, and to require that 
contractors or persons who retain title to inventions or discoveries under this 
section protect the inventions or discoveries to which the Administration acquires 
a license of use. 

(f) To enable him to carry out his duties under this Act, the Administrator, 
under regulations to be prescribed by him, may require all parties who have 
entered into contracts, subcontracts, or other arrangements with or on behalf of 
the Administration, to disclose all necessary technical data and other pertinent 
and followup information relating to inventions and discoveries made by them 
or their employees. Such regulations shall require the contractor to make dis- 
closure in writing of each invention or discovery to which subsection (a) may 
apply promptly after its conception or first actual reduction to practice. Any 
person who shall reduce to practice any patentable invention or discovery and 
who is or has within six months been employed under or pursuant to any con- 
tract, subcontract, or other arrangement involving research, development, or 
exploration, shall be deemed prima facie to have conceived, reduced to practice, 
developed, or otherwise made such invention within the meaning of this section. 

(g) In any case in which the Administrator retains title to an invention or 
discovery under this section, he may grant to the individual or individuals who 
conceived, reduced to practice, developed,.or otherwise made the invention or 
discovery an incentive cash award in an amount determined by the Adminis- 
trator in accordance with such standards and procedures as he may by regulation 
establish. Notwithstanding any agreement to the contrary entered into as a 
condition of or incident to his employment, such individual may not be required 
to pay such award over to his employer or other person 

h) There is hereby established within the Administration an Inventions 
Review Board which shall consist of three members appointed by the President 
by and with the advice and consent of the Senate. Members of the Board, while 
attending conferences and meetings of the Board, shall be entitled to receive 
compensation at a rate to be fixed by the Administrator, but not exceeding $75 
per diem, and while away from their homes or regular places of business they 
may be allowed travel expenses, including per diem in lieu of subsistence, as 
authorized by law for persons in the Government service employed intermittently. 
Members of the Board may serve as such without regard to the provisions of 
section 281, 283, or 284 of title 18 of the United States Code, except insofar as 
such sections may prohibit members from receiving compensation in respect of 
any particular matter which directly involves the Administrator or in which the 
Administration is directly interested. 

(i) Any interested person who is dissatisfied with the Administrator’s action 
under subsection (a) or (b), may appeal to the Inventions Review Board within 
90 days from the date of such action. The Board shall hear and decide the 
issues presented in accordance with the Administrative Procedure Act. Any 
interested person who is dissatisfied with the decision of the Board under the 

receding sentence may appeal such decision to the United States district court 
or the district in which he resides. The summons and notice of appeal may be 
served at any place in the United States. Such appeal shall be governed by the 


52426—60——2 


| 


4 NATIONAL AERONAUTICS AND SPACE ACT OF 1958 


provisions of Section 10 of the Administrative Procedure Act, and, for the purposes 
of that Act, the decision of the Inventions Review Board shall constitute the final 

ency action with respect to the issues involved in the — The judgment 
of the court shall be subject to review by the appropriate United States court of 
appeals and the Supreme Court of the United States as provided in sections 1291 
and 1254 of title 28 of the United States Code. 

The Natcher subcommittee, in its report, noted that section 407, as 
it then stood, tended to be “arbitrary and restrictive’ and might 
“stifle interest and private endeavor in the space research and develop- 
ment field.”” The subcommittee, however, added this comment: 
“The subcommittee is of the opinion that the bill should contain a 
patent rights provision which will protect the legitimate interests of 
the United States.” In taking this position the subcommittee’s 
primary reasoning appeared to be this: Since the concept of space 
exploration and scientific developments pursuant thereto were so 
new, so uncertain, and could have such potential, it might be inappro- 

riate to leave the ownership of significant discoveries developed at 
vernment expense in the hands of private persons. 

On June 11, 1958, the Senate special committee reported S. 3609, 
amended to include a patents provision identical to that of the House- 
‘ese bill, H.R. 12575. On June 16 the Senate passed H.R. 12575, 

aving substituted the text of S. 3609 for the House text. However, 
the Senate struck the patent section out of the bill entirely, explaining 
that its purpose was to allow the matter to be considered at greater 
length in conference. Prior to the conference a new patent provision 
hy drafted, modeled largely after provisions in the Atomic Energy 
ct. 

In conference, on July 15, 1958, House and Senate conferees adopted 
a compromise version of H.R. 12575 creating the National Aero- 
nautics and Space Administration. Conferees also inserted a new 

atent provision in the act. This provision incorporated the standards 

evised by the House subcommittee to determine the circumstances 
under which inventions shall be deemed Government-sponsored and 
thus Government-owned, but was more restrictive of private patent 
rights and contained new provisions for disclosure and enforcement as 
well as a different system of administrative appeal. The new version 
became section 305 of the National Aeronautics and Space Act of 1958 
as follows: 

PROPERTY RIGHTS IN INVENTIONS 


Src. 305. (a) Whenever any invention is made in the performance of any work 
ead any contract of the Administration, and the Administrator determines 


(1) the person who made the invention was employed or assigned to perform 
research, development, or exploration work and the invention is related to 
the work he was employed or assigned to perform, or that it was within the 
scope of his employment duties, whether or not it was made during working 
hours, or with a contribution by the Government of the use of Government 
facilities, equipment, materials, allocated funds, information proprietary to 
the Government, or services of Government employees during working hours; 


or 
(2) the person who made the invention was not employed or assigned to 
perform research, development, or exploration work, but the invention is 
nevertheless related to the contract, or to the work or duties he was employed 
or assigned to perform, and was made during working hours, or with a 
contribution from the Government of the sort referred to in clause (1), 
such invention shall be the exclusive property of the United States, and if such 
invention is patentable a patent therefor shall be issued to the United States upon 
application made by the Administrator, unless the Administrator waives all or 
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any part of the rights of the United States to such invention in conformity with 
the provisions of subsection (f) of this section. 

(b) Each contract entered into by the Administrator with any party for the 
performance of any work shall contain effective provisions under which such party 
shall furnish promptly to the Administrator a written report containing full and 
complete technical information concerning any invention, discovery, improve- 
ment, or innovation which may be made in the performance of any such work. 

(c) No patent may be issued to any applicant other than the Administrator for 
any invention which appears to the Commissioner of Patents to have significant 
utility in the conduct of aeronautical and space activities unless the applicant 
files with the Commissioner, with the application or within thirty days after 
request therefor by the Commissioner, a written statement executed under oath 
setting forth the full facts concerning the circumstances under which such inven- 
tion was made and stating the relationship (if any) of such invention to the per- 
formance of any work under any contract of the Administration. Copies of each 
such statement and the application to which it relates shall be transmitted forth- 
with by the Commissioner to the Administrator. 

(d) Upon any application as to which any such statement has been transmitted 
to the Administrator, the Commissioner may, if the invention is patentable, 
issue a patent to the applicant unless the Administrator, within pany Seyi after 
receipt of such application and statement, requests that such patent issued to 
him on behalf of the United States. If, within such time, the Administrator files 
such a request with the Commissioner, the Commissioner shall transmit notice 
thereof to the applicant, and shall issue such patent to the Administrator unless 
the applicant within thirty days after receipt of such notice requests a hearing 
before a Board of Patent Interferences on the question whether the Administrator 
is entitled under this section to receive such patent. The Board may hear and 
determine, in accordance with rules and procedures established for interference 
cases, the question so presented, and its determination shall be subject to appeal 
by the applicant or by the Administrator to the Court of Customs and Patent 
Appeals in accordance with procedures governing appeals from decisions of the 
Board of Patent Interferences in other proceedings. 

(e) Whenever any patent has been issued to any applicant in conformity with 
subsection (d), and the Administrator thereafter has reason to believe that the 
statement filed by the applicant in connection therewith contained any false repre- 
sentation of any material fact, the Administrator within five years after the date 
of issuance of such patent may file with the Commissioner a request for the trans- 
fer to the Administrator of title to such patent on the records of the Commissioner, 
Notice of any such request shall be transmitted by the Commissioner to the owner 
of record of such patent, and title to such patent shall be so transferred to the 
Administrator unless within thirty days after receipt of such notice such owner 
of record requests a hearing before a Board of Patent Interferences on the question 
whether any such false representation was contained in such statement. Such 
question shall be heard and determined, and determination thereof shall be sub- 
ject to review, in the manner prescribed by subsection (d) for questions arising 
thereunder. No request made by the Administrator under this subsection for 
the transfer of title to any patent, and no prosecution for the violation of 
criminal statute, shall be barred by any failure of the Administrator to make a 
request under subsection (d) for the issuance of such patent to him, or by any 
notice previously given by the Administrator stating that he had no objection to 
the issuance of such patent to the applicant therefor. 

(f) Under such regulations in conformity with this subsection as the Adminis- 
trator shall prescribe, he may waive all or any part of the rights of the United 
States under this section with respect to any invention or class of inventions made 
or which may be made by any person or class of persons in the performance of 
any work required by any contract of the Administration if the Administrator 
determines that the interests of the United States will be served thereby. Any 
such waiver may be made upon such terms and under such conditions as the Ad- 
ministrator shall determine to be required for the protection of the interests of the 
United States, Each such waiver made with respect to any invention shall be 
subject to the reservation by the Administrator of an irrevocable, nonexclusive, 
nontransferrable, royalty-free license for the practice of such invention throughout 
the world by or on behalf of the United States or any foreign government pur- 
suant to any treaty or agreement with the United States. Each Reopen for any 
waiver under this subsection shall be referred to an Inventions and Contributions 


Board which shall be established by the Administrator within the Administration. 
Such Board shall accord to each interested party an opportunity for hearing, and 
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shall] transmit to the Administrator its findings of fact with respect to such pro- 
posal and its recommendations for action to be taken with respect thereto, 

(g) The Administrator shall determine, and promulgate regulations specifying, 
the terms and conditions upon which licenses will be granted by the Administra- 
tion for the practice by any person (other than an agency of the United States) 


of any invention for which the Administrator holds a patent on behalf of the 
United States. 


(h) The Administrator is authorized to take all suitable and necessary steps to 
protect any invention or discovery to which he has title, and to require that con- 
tractors or persons who retain title to inventions or discoveries under this section 


protect the inventions or discoveries to which the Administration has or may 


acquire a license of use. 
i) The Administration shall be considered a defense agency of the United 


States for the purpose of chapter 17 of title 35 of the United States Code. 
(Gj) As used in this section— 
(1) the term “person” means any individual, partnership, corporation, 
association, institution, or other entity; 
(2) the term ‘‘contract’”?’ means any actual or qroponet contract, agree- 
ment, understanding, or other arrangement, and includes any assignment, 


euentaion of parties, or subcontract executed or entered into thereunder; 


ani 
(3) the term “made,” when used in relation to any invention, means the 
conception or first actual reduction to practice of such invention. 


The report of the House and Senate conferees was adopted July 16, 


1958, by both Chambers and the act became law on July 29 when 
signed by the President. 


SuBsEQUENT DEVELOPMENTS 


Ever since the National Aeronautics and Space Act of 1958 was put 
into effect, its so-called patent section, section 305, has been subjected 
to increasing criticism from industry and the professions. Critics 
have regarded the provision as a step away from those constitutional 
requirements which are designed to protect the interests of the in- 
ventor as well as foster the open publication of inventions. They 
have expressed particular concern inasmuch as the National Aero- 
nautics and Space Act patent provision is the third instance since 
World War IT in which Government ownership of inventions has been 
dealt with by statute. The other instances were the enactment of 
the Atomic Energy Act of 1946, under which the Government asserts 
ownership of inventions, and the National Science Foundation Act of 
1950, which gives discretion to its Director as to the disposition of 

ights in inventions and patents. 

t was largely for these reasons—plus the fact that the National 
Aeronautics and Space Administration has now had some experience 
with the practical application of the provision—that the matter has 
been reviewed under the aegis of the standing House Committee on 
Science and Astronautics. 

In August 1959, Representative Overton Brooks, of Louisiana, 
chairman of the committee, appointed a special Subcommittee on 
Patents and Scientific Inventions. He appointed Representative 
Erwin Mitchell, of Georgia, as chairman. Other members are Repre- 
sentatives James M. Quigley, Pennsylvania; Emilio Daddario, Con- 
necticut; David S. King, Utah; James G. Fulton, Pennsylvania; 


J. Edgar Chenoweth, Colorado; and Perkins Bass; New Hampshire. 
The new subcommittee undertook initial background hearings im- 

mediately. Representatives from the National Aeronautics and 

Space Administration appeared on August 19 and 20, 1959, in order 
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to brief the subcommittee and advise it on the effect of the patent 
penvietie of the Space Act as it now stands. During these hearings 
pace Administration officials disclosed that they planned to ask for 


a change in the provision as part of their 1960 legislative program. 
For this reason, more extensive hearings were scheduled at a later 


date in order to give the Space Administration an opportunity to 
finalize its planned revision and have it cleared by proper authorities. 
On November 30, 1959, the subcommittee met to consider the prob- 


lem in detail. In the course of 12 sessions, running from November 30 
through December 5, the subcommittee endeavored to hear all com- 


petent Government witnesses as well as all private witnesses who 
wished to appear. ; i 

The General Counsel for the National Aeronautics and Space Ad- 
ministration, Mr. John A. Johnson, inaugurated the hearings by 
presenting NASA’s proposed revision, subsequently introduced on 


request by Mr. Brooks, January 11, 1960. The proposal is as follows: 


A BILL to amend Section 305 of the National Aeronautics and Space Act of 1958 entitled “Property Rights 
in Inventions,” and for other purposes. 


Be it enacted by the Senate and House % Representatives of the United States of 
America in Congress assembled, That the National Aeronautics and Space Act of 
1958, as amended, is amended by striking out the Section 305 thereof, and sub- 
stituting therefor a new Section 305, entitled ‘Property Rights in Inventions,” 
which reads as follows: 


“PROPERTY RIGHTS IN INVENTIONS 


“Sec. 305. (a) Each contract or other arrangement entered into by the 
Administration, and each subcontract at all tiers thereunder, which has as one 
of its purposes the performance of experimental, developmental, or research 
work, shall contain provisions prescribed by the Administrator governing the 
disposition of the rights to inventions conceived or first actually reduced to 
practice thereunder in a manner calculated to protect the public interest and the 
equities of the contractor. 

“(b) The Administrator or his designee may, whenever the contract provides 
for the vesting of title to an invention in the United States, waive the rights of 
the United States to such invention on such terms and conditions as he deter- 
mines to be in the best interest of the United States: Provided, That any such 
waiver shall be subject to the reservation of an irrevocable, nonexclusive, non- 
transferable, royalty-free license for the practice of such invention throughout 
the world by or on behalf of the United States or any foreign government pur- 
suant to any treaty or agreement with the United States. 

“(c) The Administrator may waive, upon the same terms as provided in sub- 
section (b) of this section, all or any part of the rights of the United States to 
inventions made in the performance of any work under any contract heretofore 
entered into by or for the Administration which have become the exclusive 
property of the United States. Any contract heretofore entered into by or for 
the Administration, on which final payment has not been made, may be amended 
without consideration to effectuate the purposes of this section: Provided, That 
no such amendment shall affect the status of inventions which have become the 
exclusive property of the United States. 

‘‘(d) The Administration shall be considered a defense agency of the United 
States for the purpose of chapter 17 of title 35 of the United States Code.” 

All together the subcommittee received testimony from some 40 
witnesses and sought to obtain all possible points of view in order to 
assure a complete record on the subject. The subcommittee agreed 
to leave the record open for an additional 2 weeks in order to accom- 
modate those who could not appear but who might wish to file state- 
ments. 

Witnesses eet before the subcommittee in the following order: 
Mr. John A. Johnson, General Counsel, National Aeronautics and 


| 
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Space Administration; Mr. Gerald O’Brien, Assistant General Counsel 
for Patent Matters, National Aeronautics and Space Administration; 
Mr. Robert C. Watson, Commissioner, U.S. Patent Office, Depart- 
ment of Commerce; Mr. John C. Green, Director, Office of Technical 
Services, Department of Commerce, and Executive Director, National 
Inventors Council; Mr. Roland Anderson, Chief of Patent Section, 
Atomic Energy Commission; Dr. Alan T. Waterman, Director, 
National Science Foundation (accompanied by: Mr. William J. Hoff, 
General Counsel and Mr. Charles B. Ruttenberg, Deputy General 
Counsel); Mr. James P. Falvey, Deputy Assistant Secretary of 
Defense (Supply and Logistics); accompanied by Mr. G. C. Banner- 
man, Director, Office of Procurement Policy: Mr. H. C. H. Williamson 
Office of Procurement Policy; and Mr. R. Tenney Johnson, Office of 
General Counsel, all from the Department of Defense; Lt. Col. Willard 
Hodges, Chief of Patents, Judge Advocate General’s Office, USA; Mr. 
James P. Burns, chairman of the government patent policy study 
committee of the National Council of Patent Law Associations; Mr. 
Charles L. Shelton, patent counsel of United Aircraft Corp., East 
Hartford, Conn., representing Aerospace Industries Association; Mr. 
William R. Lane, patent counsel, North American Aviation Inc.; Mr. 
William Robertson, patent administrator, Chance Vought Aircraft, 
Ine.; Mr. Charles W. Leinbach, Jr., corporation counsel for Garrett 
Corp., Los Angeles, Calif.; Prof. Seymour Melman, associate professor 
of industrial and management engineering, Columbia University; Mr. 
Roger B. McCormick, Hartford, Conn., representing the Connecticut 
Patent Law Association; Mr. Harvey W. Edelblute, Riverside, Conn., 
president, Connecticut Patent Law Association; Mr. Elmer J. Gorn, 
chairman of the Electronic Industries Association patents and copy- 
rights committee; Mr. John T. Love, chairman, section of patent, 
trademark, and copyright law, American Bar Association; the testi- 
mony of Mr. John W. Anderson, President, National Patent Council, 

resented by Mr. Fritz Lanham; Mr. J. R. L. Johnson, Jr., vice presi- 
vent, Hercules Powder Co., Wilmington, Del.; Mr. Paul L. Tillson, 
of the patent department of Gulf Cos., representing Pittsburgh Patent 
Law Association; Mr. A. L. Lyman, president, California Research 
Corp.; Mr. Alfred H. Rosen, representing the Boston Patent Law 
Association; Mr. Richard Whiting, vice president, American Patent 
Law Association; Mr. J. King Miathads, representing Automobile 
Manufacturers Association and the Michigan Patent Law Association; 
Mr. Thomas M. Ferrill, Jr., chairman of National Association of 
Manufacturers’ patents astronautics subcommittee; Mr. John Ken- 
neth Wise, representing the Patent Law Association of Chicago; 
Mr. Louis Robertson, of Jones, Darbo & Robertson, Chicago, IIl.; 
Mr. William H. Davis, representing the New York City Bar Associa- 
tion; Mr. Robert R, Lent, chairman of patents and ag rights 
committee, Strategic Industries Association; Mr. Elwin A. Andrus 


and Mr. Kimball S. Wyman, Milwaukee Patent Law Association; 
Mr. Floyd H. Crews, New York Patent Law Association; and Mr. 
Harry C. Page, Cleveland Patent Law Association. 
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PART II—SUMMARY OF TESTIMONY 


The testimony of 40 witnesses representing 6 departmerts and 
agencies of the executive branch of the Government; the electronic 
aeronautic, astronautic, chemical, and other industries; the bar; and 
a university professor was taken in the course of subcommittee 
hearings. ost of the witnesses presented prepared studies, some 
including affirmative proposals for change in the patent provisions 
of the National Aeronautics and Space Act of 1958 and some including 
a proposed statement of congressional intent. 

Statements were made by representatives of the National Aero- 
nautics and Space Administration, the Department of Defense, the 
National Science Foundation, the Atomic Energy Commission, 
the Patent Office, and the Commerce Department. 

Industry representatives included Strategic Industries Association, 
Electronics Industries Association, Aerospace Industries Association, 
Automobile Manufacturers Association, and the National Association 
of Manufacturers. Jn -.ddition, there was representation on behalf of 
individual companies including North Americar Aviation, Inc., 
Garrett Corp., California Research Corp., and Hercules Powder Co. 
Although they did not speak on behalf of the respective companies 
there was included among those present personne) from Internation 
Electronics Research Corp., Gulf Oil Co., United Aircraft Corp., and 
Chance Vought Aircraft, Inc. 

A statement of Mr. John W. Anderson, president of the National 
Patent Council (a nonprofit educational organization of smaller 
manufacturers, inventors, researchers, and other professional grou 
devoted to the field of science and invention), was presented a 
Hon. Fritz Lanham. 

Bar associations of national, regional, and local character were 
represented, including the American Bar Association, the American 
Patent Law Association, the National Council of Patent Law Associa- 
tions, the Connecticut Patent Law Association, the Boston Patent 
Law Association, the Pittsburgh Patent Law Association, the Cleve- 


land Patent Law Association, the New York Patent Law Association, 


the Milwaukee Patent Law Association, the Association of the Bar 
of the City of New York, the Chicago Bar Association, the Patent 
Law Association of Chicago, and the Michigan Patent Law Association. 

Individuals who testified included an associate professor of indus- 
trial and management engineering of Columbia University, a lawyer 
engaged in the private practice of patent law in Chicago, and a 
statement in the form of a letter from a patent attorney who has 
been practicing for 21 years in New York and Salt Lake City. 

More than a score of statements were filed with the committee by 
parties who did not appear in person, including informational data 
requested by the subcommittee from patent experts in the Departments 
Commerce, Interior, and Health, Education, and 

are. 


OvTLINE oF PRoposats FOR CHANGE IN STATUTE 


The testimony of the witnesses overwhelmingly favored a change 
in the existing provisions of section 305 of the National Aeronautics 
and Space Act of 1958. The suggested changes ranged from deletion 
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of all reference to disposition of rights in inventions and patents 
(thus corresponding to the existing situation under which the Depart- 
ment of Defense promulgates its patent policy in its Armed Services 
Procurement Regulations), to retention of the existing provisions of the 
National Aeronautics and Space Act of 1958 (as sage ped by 
the Atomic Energy Act and the administration thereof by the Atomic 
Energy Commission). The preponderance of testimony, however, 
favored deletion of the present section 305 and substitution, in lieu 
thereof, of a provision by which the Government would receive a 
nonexclusive royalty-free, nontransferable, nonrevocable license for 

vernmental use. There was substantial testimony in support of the 
inclusion in the act of a statement of congressional intent with respect 
to title to and ownership of inventions and patents arising out of work 
done under Government research and development contracts, such 
testimony generally suggested the policy of allowing the contractor 
to retain title to the inventions and patents but requiring the con- 
tractor to grant a royalty-free, nonexclusive, nonrevocable license for 
governmental use of the inventions and patents arising out of such 
contracts. 

- There were also discussions between members of the subcommittee 
and the witnesses as to the desirability of setting forth in statutory 
form the conditions or criteria under which the Gevuvantent should 
@) take title to inventions or patents arising out of work done under 

vernment contracts; or (2) merely acquire a royalty-free, non- 
exclusive, nonrevocable license for governmental purposes. 

There was substantial unanimity among the witnesses as to the 
sypes of contracts or “other arrangements” in which the Government 

ould not insist upon a royalty-free, nonexclusive, nonrevocable 
license for governmental use. These included contracts and agree- 
ments for the purchase of staple items of commerce or items developed 
by the contractor prior to receiving a Government contract for the 
supply of suchitems. As to such contracts the Government would not 
be granted any right to the inventions or patents utilized in makin 
the articles other than the implied license to use which goes with 
the sale of the article itself to the Government. 

As already stated, however, it was fairly well agreed that in those 
contracts or “other arrangements’’ pursuant to which research and 
development work is contemplated, the contractor, its employees, or 
subcontractors should normally retain title to the inventions and 
patents arising therefrom, but the Government should receive a non- 
exclusive, royalty-free, nonrevocable license to use any such inventions 
or patents. While some of the witnesses stated that they prefer that a 
requirement for granting of a royalty-free, nonexclusive, nonrevocable 
license to the Government in the latter type of contracts should not be 
incorporated in the statute, a large majority not only approved of the 
incorporation of such a provision in the statute but, in Fact, many of 
them affirmatively recommended it. — 

There did not seem to be clearly defined categories of circumstances 
under which it should be incumbent upon the Government to take 
the entire right, title, and interest in and to the inventions or patents. 
Possible exceptions were: (1) in cases where other Federal statutes 

‘require it; (3) in order to avoid inequities among contractors; (3) - 


where the inventions are made by Government employees who 
are hired specifically to do research and development work, in- 
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Government-owned facilities, and wholly with Government funds. 
Even in this category of cases, it was mentioned by some that re- 
tention of the commercial rights by the Government employee- 
inventor constituted an inducement to highly qualified scientists to 
work for the Government at salaries which would be much less than 
if they were required to surrender all rights to their inventions to the 
Government. 

Inasmuch as the atomic energy technology was priginalty developed 
with Government funds, was a Government monopoly at the outset 
and commercial utilization of inventions in this field was controlled 
by statute, the arguments in favor of the Government ownership of 
inventions in that field came within the latter exception. While it 
was only incidentally germane to the subcommittee’s inquiry, some 
witnesses asserted that such a condition no longer exists in the atomic 
energy field and that the Atomic Energy Act should be amended to 
leave title to inventions made in connection with contracts or other 
arrangements with the Atomic Energy Commission in the contractor. 


Tue NASA Proposau 


The National Aeronautics and Space Administration proposes that 
the existing section 305 of the National Aeronautics and Space Act of 
1958 be repealed and that there be enacted in its place a new section 
305 which would read as follows: 


Sec. 305. (a) Each contract or other arrangement entered into by the Admin- 
istration, and each subcontract at all tiers thereunder, which has as one of its pur- 
poses the performance of experimental, developmental, or research work, shall 
contain provisions prescribed by the Administrator governs the disposition of 
the rights to inventions conceived or first actually reduced to practice thereunder 
in a manner calculated to protect the public interest and the equities of the con- 


ractor. 

(b) The Administrator or his designee may, whenever the contract provides 
for the vesting of title to an invention in the United States, waive the rights of the 
United States to such invention on such terms and conditions as he determines to 
be in the best interest of the United States: Provided, That any such waiver shall 
be subject to the reservation of an irrevocable, nonexclusive, nontransferable, 
royalty-free license for the practice of such invention throughout the world by or 
on behalf of the United States or any foreign government pursuant to any treaty 
or ment with the United States. 

i The Administrator may waive, upon the same terms as provided in sub- 
section (b) of this section, all or any yp of the rights of the United States to 
inventions made in the performance of any work under any contract heretofore 
entered into by or for the Administration which have become the exclusive prop- 
erty of the United States. Any contract heretofore entered into by or for the 
Administration, on which final payment has not been made, may amended 
without consideration to effectuate the purposes of this section: Provided, That no 
such amendment shall affect the status of inventions which have become the 
exclusive property of the United States. 

(d) The Administration shall be considered a defense ney of the United 
States for the purpose of chapter 17 of title 35 of the United States Code, 


The Department of Defense endorsed and recommended enactment 
of the foregoing provision. 
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Tue EIA Proposau 


The Electronic Industries Association recommends the enactment 
of a substitute provision for section 305 which would read as follows: 


_ ELECTRONIC INDUSTRIES ASSOCIATION SPONSORED BILL TO RESTORE PATENT 
INCENTIVES TO THE SPACE ACT OF 1958 


To effectuate the principles contained in the ‘Industry Statement on Property 
ts in Inventions Under the National Aeronautics and Space Act of 1958” 


industry offers the following proposed bill: 


A Bill To amend the National Aeronautics.and Space Act of 1958 in order to foster and pramote research 
in the aeronautical and space sciences. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 305 of the National Aeronautics an 

Act of 1958 is amended to read as follows: 

“Sec. 305. Whenever any invention, improvement or discovery is conceived or 
first actually reduced to practice either— 
(i) in the performance of any experimental, developmental or research 
work called for or required by any contract with the Administrator or any 
subcontract thereunder, or 
(ii) in the performance of any experimental, developmental or research 
work done upon an understanding in writing that such contract or subcontract 
would be awarded, 
the United States Government shall have an irrevocable, nonexclusive, non- 
transferable, royalty-free license to practice or cause to be practiced by or for 
the United States Government such invention, improvement or discovery: 
Provided, however, That where the inventor or his assignee elects not to file a patent 
application on any such invention, improvement or discovery, the Government 

} have the right to file a patent application thereon, and the inventor or his 
assignee shall convey to the Government the entire right, title and interest in 
such invention, improvement or:discovery, subject to the retention of ‘at-least a - 
nonexclusive, royalty-free license by the inventor or his assignee: Provided further, 
That no contractor or subcontractor shall be precluded from negotiating with the 
Administrator with respect to the exclusion from the provisions of this section of 
inventions, improvements, and discoveries conceived but not actually reduced to 
practice prior to the work referred to in this section.” 


Tue Nationa Patent Counciu Proposan 


. The statement of John W. Anderson on behalf of the National 
Patent Council included a recommendation that the following pro- 
visions be adopted to replace existing sections 305 and 306 of the 
Space Act: 


Sxc. 305. (a) Whenever any invention, improvement, or discovery is conceived 
or first reduced to practice either— 
(i) in the performance of any experimental, developmental, or research 
‘work called for or required by any contract with the Administrator, or any 
subcontract thereunder, or 
(ii) in the performance of any experimental, developmental, or research 
work done upon an understanding in writing that such contract or subcontract 
‘would be awarded, 

the United States Government shall have an irrevocable, nonexclusive, non- 
assignable, royalty-free license. to practice, or cause to be practiced, solely for 

United States Government uses, such invention, improvement, or discovery. 

(b) The Government shall forthwith disclaim any and all rights to inventions 
and patents previously assigned to Government according to the provisions ot this 
Act, except the nonexclusive rights herein provided to be received by Government. 
Rights so disclaimed shall revert to the assignors thereof to Government, and 
resultant damages to others, if any, shall be payable by Government. 

(c) The Administrator shall promulgate such regulations as are necessary and 
appropriate to confirm to the United States Government, Government contractors, 
inventors, and patent owners, respectively, the rights provided by this Section. 
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Tue PirrspurcH Patent Law Association, PROPOSAL. 


The Pittsburgh Patent Law “Association recommends substitution 
for section 305 of the Space Act of a provision corresponding to that of 
the National Science Foundation Act of 1950 which is as follows: 


Tue Scrence Founpation Act or 1950 
(64 Stat. 154, 42 U.S.C. § 1871) 


The provisions which control the patent policies are— 

a) Each contract or other arrangement executed pursuant to this chapter 
which relates to scientific research shall contain provisions governing the 
disposition of inventions produced thereunder in a manner calculated to pro- 
teet the public interest and the equities of the individual or organization with 
which the contract or other arrangement is exeeuted. 

(b) No officer or employee of the Foundation cai De OF retain, or 
transfer any rights, under the patent laws of the United States, or otherwise, 
in any invention which he may make or produce in connection with perform- 
ing see! assigned activities and which is directly related to the subject matter 
thereof. 


Tue AMERICAN Patent Law AssociaTION PROPOSAL .. 


The American Patent Law: Association proposes replacement of 
section 305 of the Space’ Act with the following provision: 


Src. 305. (a) Whenever any invention, improvement or discovery is conceived 
or first reduced to practice either— 

(i) in the performance of any experimental, developmental or reneareh 
work called for or required by any contract with the Administrator or any 
subcontract thereunder, or 

(ii). in the performance of any experimental, developmental or research 
work done upon an understanding in writing that such contract or subeon- 
tract would be awarded, 

the United States Government shall have an irrevocable, nonexclusive, nontrans. 
ferable, royalty-free license to practice or cause to be ’ practiced by or for the 
United States Government such invention, improvement or,discovery: Provided, 
however, That where the inventor or his assignee elects not to file a patent plica- 
tien on any such invention; improvement or discovery the Government shall nove 
the right to file a patent application thereon and the inventor or his assignee 
convey to the Government the entire right, title and interest in such en 
improvement or discovery, subject to the retention of a nonexclusive ee 
license by the inventor or his assignee. 

(b) The Administrator shall promulgate regulations as are jade f A 
this Betion, to confirm to the United States Government the rights provided nS 
this tion 


The foregoing provision is substantially like that proposed by the 
National Patent ouncil but differs therefrom to the extent that, the 
latter provision allows for the assignment of, the entire right, title, 
and interest in certain inventions, improvements, or discoveries: to 
the Government, subject to retention of a 
license to the ‘inventor or his assignee. 


~The National tion of Manufacturers recommends that 
tion 305 be deleted from the present act and in lieu thereof there Be 
inserted a patent provision orrenpon ding to that found in the Nationa 
Science Foundation Act of 1950 which has been quoted above. 


4 


The Strategic Industries Association recommends deletion ‘of 
section 305 and‘in lieu thereof the insertion of a section which would 


| 
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govern the disposition of inventions produced under contracts or 
other arrangements entered into by the National Aeronautics and 
Space Administration “in a manner calculated to protect Government 
interest and the equities of the individual or organization with which 
the contract or other arrangement is entered into.” The witness 
testifying on behalf of this association points out that this is the sub- 
stance of the language of the National Science Foundation Act of 1950. 

The Cleveland Patent Law Association recommends deletion of 
section 305 of the present act and proposes to substitute in lieu thereof 
a provision corresponding exactly with that proposed by the American 
Patent Law Association and quoted above. r 

The American Bar Association, while yor pee specifically the 
existing provisions of the National Aeronautics and Space Act of 1958 
relating to rights in inventions and patents sets forth its proposal for 
change in terms of a statement of general policy and objective. The 
resolution adopted by the American Bar Association reads as follows: 

Resolved, That the American Bar Association approves the retention by a con- 
tractor of full title to all patent rights arising out of research or development 
contracts sponsored primarily for governmental use by any Government de- 

ment, agency or the like, subject only to a royalty-free, nonexclusive license 

the Government for governmental punpgecs, but not to enable the Government 

to furnish services and supplies to the public in competition with a contractor and 
its licensees; and be it further 

Resolved, That the American Bar Association specifically disapproves those 
provisions of the National Aeronautics and Space Law of 1958 relating to such 
patent rights. 

7 sa ong on behalf of the committee on patents of the Association 
of the Bar of the City of New York, Hon. William H. Davis quoted 
the following resolution of his association with respect to disposition 
of rights in inventions arising out of contracts or other arrangements 
with the National Aeronautics and Space Administration: 

Resolved, That the interests of the United States would be best served if the 
contractor would retain title to all inventions made under the National Aeronautics 
and Space Act of 1958 and the Administrator retain for the Government only a 
nonexclusive, royalty-free license. 


. Mr. Davis also presented a s ted. declaration of policy to be 
used as a statement of congressional intent. The proposed statement 
reads as follows: © | 


SuGcested DecLaARATION oF 


_ Recognizing that the monopoly right to exclude others from use of an ieyen - 
tion fora anes term nape under our patent law is a right ae has never here- 
tofore been exercised by the United States to authorize the use of the invention by 
@ particular individual or corporation to the exclusion of other citizens and that 
it is not a right apt to be used in that way, and further recognizing that this 
monopoly right to exelude is in private ownership apt to promote the progress of 
a useful art and specifically of aeronautical and space activities and to encourage 
the development of the invention to the point of practical application earlier than 
would otherwise be the case, and that there are substantial equities justifying the 
retention of this private right in the invention by the inventor or his assignee; it 
is the policy of this act to vest that monopoly right to exclude in the inventor or 
his assignee subject nag: Arg such conditions as, in a particular case, may clearly 
and peculiarly require that the monopoly right to exclude, or some part of it, be 


retained by the United States. 


While many of the other witnesses indicated that a statement of 
congressional intent would be desirable and helpful, the foregoing text 
the only prepared statement of such policy that was expr + 
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Economic AND PracticaL Errect or GOVERNMENT OWNERSHIP OF 
TirLe To INVENTIONS AND PATENTS 


Repeatedly the witnesses called attention to article I, section 8, of 
the Constitution of the United States, which provides: 
The Con, shall have power * * * to promote the progress of science and 


useful arts by securing for limited times to authors and inventors the exclusive 
right to their respective writings and discoveries. 


In enna’ of the propesttion that it is only by exercising the right 
of excluding others from practicing the patented inventions that the 
patent system continues to stimulate and promote the progress of 
science and the useful arts, it was brought out by witnesses from the 
executive branch of the Government, as well as those outside the 
Government, that the Government has never been known to bring a 
suit for infringement on a patent to which it holds title. It was 
brought out that the Government does not issue licenses on a royalty- 
bearing basis under the patents to which it holds title. Even in those 
cases where the Government acquired title to patents through seizure 
during World War II under the Trading With the Enemy Act, licenses 
were not issued on a cee ee basis. In any event, the testi- 
mony of most witnesses was to the effect that even if the Government 
—- a policy of issuing licenses on a royalty-bearing basis, it is 
unlikely that it would issue any exclusive licenses. To do so, it was 
contended, would not only put the Government in business but would 
also place the Government in the position of favoring one of its citizens 
to the exclusion of another. 

Thus it was argued that to the extent that there is no enforcement of 
the patent right and no exclusive rights are granted thereunder by 
the Government where it holds title to the inventions and patents 
thereon, the incentive of private industry to commercialize the inven- 
tions for nongovernmental use is destroyed or at least seriously 
impaired. Moreover, it was urged that present Government policy 
encourages some concerns to wait until another company has developed 
a commercially salable product and thereafter enter into competition 
with the original inventor or developer with respect to the non- 
Government commercial market. In other words, Government 
ownership allegedly quoomngee some to reap where they have not sown. 

One witness characterized the Government policy of acquiring the 
entire right, title, and interest to inventions as ‘killing the goose that 
laid the golden egg.”” This analogy was applied to suggest that by 
making the invention freely available to comers ow failing to 
enforce the patent against infringers, the patent right becomes a 
nullity. Thus it not only stifles further effoct to improve upon and 
avoid the patent but also stifles competition since the exclusivity 
afforded by a patent is fundamental to competition under the American 
patent system and the free enterprise economy in which the patent 
system is intended to operate. 

Contrasts were drawn between the American patent system and its 
operation, on the one hand, and the Soviet patent system and its 
method of operation, on the other. The argument goes about as 
follows: Whereas the American patent system depends upon free and 
open competition for commercial markets, the Soviet system de- 
pends upon a determination by the Government as to the economic 
or commercial necessity of producing an article as a basis for its indus- 
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trial operation. There is some similarity between the so-called patents 
of the Soviet system and the wording of sections 305 and 306 of the 
National Aeronautics and Space Act of 1958 (which are substantially 
the same as patent and compensation or award provisions of the 
Atvumic Energy Act). The Government ownership provisions of the 
NASA and AKC statutes, if carried out literally, would correspond to 
the “public patents” provision of the Soviet system in that there can 
be no private commercialization of the inventions without Govern- 


ment approval. The “compensation or award” provision of the 
NASA and AEC statutes correspond to the “private patent” provi- 
sions of the Russian system in that the inventor will not be rewarded 
unless the Government allows commeccialization or use of the inven- 


tion in the interest of the public. 


Errect oF GOVERNMENT OWNERSHIP OF INVENTIONS AND PATENTS 
on Business 


Frequent references were made by the witnesses to the adverse effect 
of Government ownership of inventions and patents on small busi- 
nesses. It was argued, for example, that one of the most advantageous 
ways for small business to compete successfully against larger compet- 
itors is by allowing small businesses to retain ownership of the com- 
mercial rights in their inventions and patents whereby they will have 
the ability to exclude larger competitors from a limited field under 
such patent rights. Although small businesses as well as large busi- 
nesses would normally expect to grant the Government a royalty-free, 
nonexclusive license to use, for Government purposes, any inventions 
made during the performance of a Government research and develo 
ment contract, the smaller business would stand to gain more than the 
larger one since the economic strength of the latter may be sufficient 
without patent protection whereas the former are aided by and derive 
economic strength from the rights afforded by the patent system. 

Inasmuch as the National Aeronautics and Space Administration 

uires a large number of small components from various segments 
of industry, the smaller electronic businesses and smaller research and 
development concerns are frequently directly affected by the patent 
policies of the agency. Strong objections to the NASA patent 
policy have been voiced by many small businesses. They assert that 
they are willing to do sam oruee . necessary to support the needs of the 
Government and may even find Government business profitable. 
However, if the Government patent policy deprives them of an 
exclusive position in the commercial market, they indicate reluctance 
to accept the Government contracts since their know-how and 
exclusive position will be made available to their competitors, both 
large and small, and thereby defeat their existence in the free enter- 
prise system. 

Since the field of atomic energy is highly specialized and hazardous, 
small businesses are not so likely to be involved in the -contracti 


rocedures of the Atomic Energy Commission. However; NAS 
requently draws upon small industry. It is argued, therefore, that 
the objectives of the Atomic Energy Act and the mode of attaining 
them are not necessarily the same as those of the Space Act. 
All businesses enjoy the opportunity to supply Government needs 
as to patented components by their immunity to suit under the act 
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of 1910. Thus it is not possible for direct competitors in other small 
businesses or even the larger competitors to preclude small business 
from. obtaining Government contracts to manufacture end items, 
whether patented or not. On the other hand, it is urged that if a 
small enterprise is engaged to do research and development work for 
the Government, there is no assurance that it will receive a fair share 
of contracts for procurement of the end items which it has developed. 
Neither will it be in a position to strengthen its own economic condi- 
tion and subsequent value to the Government by exploiting its inven- 
tions in the commercial market. In short, it will exist only so lo 

as it holds Government contracts and the technology it has aveloped 
will not reach the public economy through commercial exploitation. 

It was tena out during testimony that, contrary to the impres- 
sions held by some, a large percentage of the important inventions 
are made by individual inventors rather than by research “teams.” 
Inasmuch as small businesses do not ordinarily operate research 
teams, but usually utilize individual inventive talent to c on their 
research work, it is held unlikely that large corporations will monopo- 
lize inventive developments which result from Government financial 
research and development contracts. 

Certain types of research such as that involving atomic energy may 
best be performed by large well-established organizations equipped 
with expensive and highly technical equipment and instrumentation. 
The small, intricate, and complex control systems for space vehicles 
however, are often made up of Soliaeajihclathy available elements and 
particularly lend themselves to development in a small workshop in 
the hands of individual technicians. Moreover, the substantial 
amount of subcontracting of components which is ordinarily done in 
missile or space procurement, decreases the likelihood that any one 
contractor or business will dominate, by its inventions or patents 
the entire end item. By diversifying the research and procurement of 
the components, it is asserted, a larger number of inventive minds are 
put to work on improving the individual features of the end item and 
thus a better product is produced for the government. 


GOVERNMENT OwNERSHIP oF Foreicn Ricuts 


The testimony of John C. Green, Director of the Office of Technical 
Services, Department of Commerce, brought out the fact that the 
Government has not exercised rights heretofore acquired to obtain 
patents in foreign countries on inventions to which it has taken title 
under Government contracts. It has been suggested from time to 
time that U.S. Government ownership of the foreign right would place 
the U.S. Government in a position to bargain with foreign govern- 
ments with respect to the right of the United States to use inventions 
made by foreigners and patented in foreign countries or the United 
States. The necessity for obtaining title to the patents and inven- 
tions in a however, has reportedly been largely eliminated by 
the NATO status of forces agreements and similar agreements be- 


tween the United States and foreign countries.’ Pursuant to. those 
agreements, the respective governments are insured access to foreign 
inventions by way of patent exchange clauses. 

_ Several efforts, it was testified, were made to encourage industry to 
underwrite the cost of obtaining foreign patents on U.S. Government- 
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owned inventions in exchange for a royalty-free, nonexclusive license 
under any foreign patents thus obtained. These efforts proved to be 
unsuccessful for the reason that the commercial concerns required some 
degree of exclusivity as a prerequisite to investing the funds necessary 
to obtain the patents. oreover, it appeared that merely obtaining 
foreign patents would not afford any economic benefit since the pat- 
ents are valueless unless the inventions are practiced in the countries 
in which the patents are obtained. Commercial concerns were re- 
Juctant to practice the patented inventions in foreign countries unless 
they could be assured of an exclusive license and the U.S. Government 
declined to grant exclusive privileges. 

If the commercial rights are retained by the contractors they will 
also be in a position to file applications for patents in foreign countries. 
In this way it is alleged that the contractor will possess an exclusive 
right which will encourage him to commercialize the inventions in 
foreign countries as well as the United States and thereby strengthen 
the economy of both the foreign countries and the United. States. 


CoMPARISON OF GOVERNMENT CONTRIBUTION WitTH CONTRIBUTION 
oF CONTRACTOR 


There is little in the record of the hearings to indicate that it is 
necessary for the Government to underwrite the development of a 
totally new field of technology in its apemeniaaen of the National 
Aeronautics and Space Act of 1958. Rather, it appears from the 
testimony that the National Aeronautics and Space Administration 
took over—for the most part—existing contracts and certain research 
activities which were already started under the direction of various 
agencies of the executive branch both within and outside the Depart- 
ment of Defense. The one of the Space Agency thus differed from 
the origin of the Atomic Energy Commission. The latter was an 
outgrowth of the Manhattan project which was basically under the 
direction of the Army Engineers. 

The basic research upon which the Manhattan project was founded 
had been done primarily in Europe by Einstein, Fermi, Meitner, Bohr, 
Curie, and others. The Manhattan project and, later, the Atomic 
Energy Commission, drew upon large numbers of people in the 
academic community to carry forward some of the basic atomic 
energy research to the point where it passed into the realm of applied 
research, and later into development work. When the problem of 
management and operation of the Government-owned facilities grew 
to larger proportions and the development aspects became more 
important, the experience and know-how of the management of large 
corporations such as General Electric and Du Pont were drawn upon 
to carry forward the work initiated and sponsored by the Government, 

The work of the National Aeronautics and Space Administration, 
on the other hand, did not begin as a Government monopoly but was 
an outgrowth of advances in technology in the science of ballistics, 
aeronautics, and electronics. There was already a wealth of experience 
and background in the hands of private enterprise and of which the 
Government availed itself as a consequence of the advance of tech- 
nology in the field of rocketry and missiles. 

ereas the inventions upon which atomic energy developments 
are based were made within the last 20 years or so, the inventions of 
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the Wright brothers and Marconi constitute much of the basis for the 
applied technology in the field of activity of NASA. Long before 
the Government went into the development of space vehicles, many 
companies were engaged in the development and manufacture of 
aircraft, computer, fuel, and communication devices, and it was 
toward such established laboratories or growing concerns that the 
Government turned immediately in its decision to explore outer 
‘space. Some companies took Government research and develop- 
ment contracts on a cost basis to aid in the national effort, which 
required them to divert time and energy from their normal business 
of manufacturing and developing goods for use by the civilian 
economy. 

The private enterprise argument proceeds further along these lines: 

It is through purchases made by commercial consumers that re- 
search companies are able to build. and staff their laboratories and 

ut money into research and development programs to provide 
tter and cheaper products for the Government as well as the 
consuming public. 

Hence the Department of Defense patent policy of procuring only 
that which the department itself needs—namely, the finished end 
items—is doubly beneficial. For if, as a consequence of retention of 
the commercial rights in inventions arising out of contracts with the 
Department of Defense, the contractor is encouraged to sell the same 
item or another item embodying the same invention, there will be a 
substantial addition to the gross national product and, to that extent, 
the taxpayers’ money will have been well invested. 

Where the contractor with whom the Government deals already has 
an established research laboratory and a growing business, it is held 
unfair for the Government to expect that contractor to agree to sur- 
render title to any new inventions that are made, since it cannot be 
said that those inventions are attributable entirely to the recent 
Government financing. The inventions may represent a culmination 
of many long years of experience of the research workers, and a solu- 
tion to the problem may have been inspired by a commercial need of the 
contractor. Under these conditions it is urged that the contracting 
authority for the Government should have the power to negotiate a 
contract on terms which will be most equitable both to the Govern- 
ment and to the contractor. Regardless of prior equity in an inven- 
tion, witnesses did not generally display any reluctance to grant the 
Government a royalty-free, nonexclusive license for governmental use. 


ADMINISTRATIVE DrrricuLties ImposeD on NASA 


The hearings emphasized that the wording of the National Aero- 
nautics and Space Act of 1958 places the Administrator under the 
burden of showing that it is in the national interest to waive any part of 
the Government’s rights to inventions made during the course of 
work under a Government contract—whereas, a less severe test would 
be imposed if the Administrator is permitted to prescribe by regulation 
the various terms and conditions governing disposition of rights to 
inventions made during the course of work under a NASA contract. 
Since such regulations would carry the force and effect of law and since 
the Administrator is charged with the responsibility of carrying out his 
duties in the national interest, it is argued that in the latter stance 
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the equities of the Government will be protected while, at the same 
time, allowing the contractor the commercial fruits of the inventions 
which might arise from such contract. 

Concern was expressed over the literal interpretation which might be 
iven by some Administrator to the present provisions of the Space 
ct of 1958 in connection with contracts for the procurement of ordi- 

nary items where the contractor may have made an invention in pro- 
ducing the item in a more efficient form and perhaps at a lower price. 
That is, section 305 might be interpreted so as to treat the fulfillment 
of the contract as “the performance of work” under a contract with the 
Administration and thus conclude that the invention is ‘related to the 
contract.” As an example, NASA officials postulated this case: 
Suppose N ASA contracted for the development of a fuel tank for liquid 
hydrogen and in performing the welding of the fuel tank, the welder, as 
a nonresearch employee, invented a welding rod holder which is used 
in the performance of the work under the contract for the tanks. In 
that case it would follow that the Government would assert title to the 
invention, and it would be incumbent upon the Administrator to 
determine whether it would be in the interest of the United States to 
waive any or all of the Government rights in the invention before the 
contractor or employee would be allowed to secure a patent on the 
welding rod holder. 

The majority opinion was that the terms and conditions under which 
the mower to inventions and patents are to be dis of should not be 
specified in a statute but should be left primarily to the discretion of 
the Administrator. 

Another concern leading to the same conclusion was that while 
NASA patent regulations under the current Administration are ‘‘lib- 
eral’ insofar as they exempt various types of contracts entered into 
by the Space Agency, the language of the present law is susceptible of 
much more stringent Some future Administration 
therefore, might feel obliged to interpret the law more literally and 
thereby greatly increase the amount of administrative redtape to be 
dealt with in farthering the national space program. 


DIvEeRGENT VIEWS 


Three witnesses presented the subcommittee with views either 
markedly or partially at variance with the general line of reasoning 
expressed in the foregoing summary. — 

he Government witness who did so was Roland A. Anderson, 
Assistant General Counsel for Patents of the Atomic Energy Com- 
mission. His position is set forth in the following testimony: 


It is the Commission’s view that where the Commission sponsors and pays for 
research and development in the field of atomic energy, the resultant inventions 
and discoveries should be the property of the Government for the benefit, not 
only of the particular contractor, but of the general public, This policy of the 
acquisition of all rights in inventions and discoveries in the atomic energy field, 
together with a corollary technical data provision under which the Commission 
acquires rights in the data to use the same as it sees fit, has permitted the Com- 
mission and the Government: generally complete freedom of action as respects the 
dissemination of scientific and technological atomic energy information prepared 
and developed under Commission contracts to the entire public in the public 
interest and not just to contractors and other selected groups. The Commission’s 
ownership of the rights in the discoveries and inventions in the atomic energy field 
has avoided the granting of special privileges and the establishment of preferred 
positions by its contractors. 
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One of the present effects of the AEC patent policy is that all unclassified and 
declassified technological and scientific information prepared and developed by 
the Commission and its contractors is available to every company presently en- 
gaged in atomic energy work. Everyone is entitled to use the scientific and tech- 
nical data and the inventions and discoveries that_have resulted: from Commission 
contracts. This utilization of technology would not be possible under a program 
that provided only for royalty free use by the Government. 


* * * * * * * 


_ I feel that in the field of patents, and I have always felt this, that there is a 
balance of public interest and equity. There may be situations which would 
warrant the Government only acquiring a nonexclusive license. There may be 
other situations where it would warrant the Government taking the entire right, 
title, andinterest. The difference and the basis for that is that where the Govern- 
ment, as in the atomic energy field, was the sole sponsor in the early days, and 
there was no question of going into a phase of work where there was an industrial 

sition. I think the Government was justified in taking and acquiring all rights 
in the inventions, 

I think, for example, in connection with such departments as the Department 
of Agriculture, and I believe their policy is of the character where they try to 
sequite in their research, and development work greater rights thati a nonexclusive 
right for the Government—they may only require a nonexclusive license with the 
right to grant sublicenses to anyone. But in the Department of Agriculture, I 
think again it is a situation where if the public is to benefit and they let a contract 
for research and development work, we will say, to develop a new fodder for cattle, 
or feed, and then they give that contractor the exclusive right except as against 
the Government, the benefit that the public is to get out of that may he very 
little. And consequently in that kind of a situation they may be justified in 
requiring the contractor to license everyone or to acquire all the rights for the 
benefit of the Government. 

*- * * * * * * 

For a further example, take the Defense Department. If they go to a manu- 
facturer of gears and say ‘We would like you to do some research on gears to 
develop a little bit better gear because we want a stronger gear,’”’ the Government 
may be perfectly justified in only taking a nonexclusive license. The Government 
is not in the manufacture of gears. The manufacturer is. Therefore, the public 
interest may be perfectly protected. On the other hand, in the field of atomic 
energy today, it is unique; you can’t operate a facility without a license, you can’t 
do anything in the technical field: of nuclear energy without some sort. of a permit 
from ‘the Commission. © Further, the large’ bulk of the research is still being Gov- 
ernment sponsored research work. 

- Further, you have the provision in our act which says that we must disseminate 
the scientific and technical information to the general public, subject to security 
requirements. And if you have that obligation, as I mentioned in my prepared 
statement, we have a provision which we acquire the rights and in the technical 
data developed so that we can disseminate it. Now you can’t acquire only a 
nonexclusive license and be in a position to disseminate that information. Some 
say “Why can’t you?” Well, if you have only a nonexclusive license and the 
contractor has the right to file patent applications, he doesn’t want you to dis- 
seminate that information until he, if nothing else, has filed his foreign applications. 

If you publish before he files a U.S. application, he will be barred r aanes filing 
applications. 

ow, if he files his U.S. application first and then you publish, he has a year 
within which to file, if it is a convention country. On the other hand, it may be 
a nonconvention country, and the contractor will say “I don’t want you to dis- 
seminate this kind of information until I file in all the countries of the world,” 
if he wants to be that kind of a contractor. 

* * * if we believe in the fact that by disseminating the information you get 
a better all-around viewpoint, then under the theory of the Atomic Energy Act 
that information must be made available to everyone. If you are going to make 
the information available to them and you are not going to let them use the inven- 
tions because you only acquire a nonexclusive license for governmental purchases, 
you might not be fulfilling the intent of the Congress insofar as the Atomic Energy 
Act is concerned. 


A second witness who held different concepts of the patent. property 
right as related to the effectiveness of research was Prof. Seymour 
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Melman, associate professor of industrial and mninapenent engineer- 
ing, Columbia University. The gist of Professor Melman’s thesis as 
given the subcommittee was as follows: 


The exploration of space, which is the central objective toward which these 

i are held, requires the collaborative development of all of the physical 

sciences. Clearly, the problem of how this development is furthered is a many- 
sided problem. 

In the monograph that I prepared for the [Senate] Subcommittee on Patents I 
dealt with one aspect of this matter and that is: What is the effect on the promo- 
tion of ne and the useful arts that derives from treating knowledge as 

rty 

Pee this study which examined the experience of large industrial laboratories 
and of nonindustrial laboratories, governmental and university, I made two 
principal findings: One, that there are clearly alternative ways of organizing 
research and disposing of knowledge. And, second, that the use of knowledge 
within the framework of property relations, on balance, has the effect of detracting 
from the most efficient pursuit of knowledge, and the most efficient pursuit of the 
new application of that knowledge. 

Research in this inquiry was found to be a function of great division of labor, 
and this division of labor requires a maximum of free communication to operate 
efficiently. The treatment of knowledge within the framework of property 
relations, of which patenting is one possible mode of treatment, has the effect of 
placing barriers to communication and thereby restricts the pace of inquiry. 

rther, this investigation found that research proceeds on the basis of individual 
creativeness and teamwork, and the collaborative activity of people takes on 
an increasing importance as science penny sa And this applies not only to pure 
science but also to work of Be gem geen of design. 

How can this be construed with respect to the broad problem of exploring the 
universe that we live in? The taking of P gerd right to knowledge automat- 
ically subjects decisions on research and decisions about the applications of 
knowledge to the requirements of the owning agency, whatever that agency be. 

Clearly, then, the wider the responsibility the more broadly gaged the criteria 
of the decisionmaking agency on the line of research and on the disposition of 
knowledge, the broader is the opportunity for the application of knowledge and 
for the development of new knowledge. 

This ne ol ey was completed a year ago also dealt with the effects of ways of 
using knowledge on the conduct of research. Who is to decide upon research? 
That was found to be an important question that has bearing on the efficiency 
of the conduct of inquiry. Thus, the observation and inference there was that the 
closer the decisionmaking on research is to the investigator who performs the 
work, the more efficient is the pace of the production of new knowledge, and 
conversely, the more removed from the investigator, the more managerial, the 
more hierachical the decisionmaking over the conduct of inquiry, the more one 
— to find barriers in the pace of production of new knowledge. 

pace of inquiry is also affected by the criteria that are used for decision, 
the rules that are utilized as to what research shall be done and how that knowledge 
shall be utilized. 

There it was found that where knowledge is treated—where the production of 
knowledge is treated as an end, in itself, the pace of inquiry moves the more 
rapidly, as against criteria which see the production of new knowledge from the 
pert A oe of a special section or group or agency in society. 

And, third, the pace of inquiry and its application is heavily affected by publica- 
tion policy, by the way new knowledge and new design is diffused and avail- 
able in the scientific and in the technical community. 

Here the inference was that free publication promotes the widest and the most 
rapid diffusion of knowledge, while restriction on publication has a converse effect 

Another way of examining the effect of these factors was found in situations 
where there was a change from the criteria and conditions of treating knowledge, 
the pursuit of knowledge as an end in its own right to a property control over 
knowledge. This occurred in numbers of universities where patenting provisions 
and practices were introduced as criteria for the conduct of inquiry, for the appli- 
cations of knowledge. And these conditions which were explo in a number 
of universities of importance show that the direction of the effect of treating 
knowledge under property relations was rather firmly in the direction of restricting 
the pace of inquiry. 

Further, an interesting observation was made in a major industrial laboratory 
and I venture to bring this to the attention of the body because of the importance 
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of that goetarte group in size and standing in the technical community, in its 
own right. 

The management of this laboratory had found that by far, a large majority of 
the new knowledge which, in fact, was patentable, which yielded patentable re- 
sults, came from that section of its operations which was a minority section of the 
operations, in terms of personnel, but which was characterized by the condition 

greater freedom of operation for these personnel. So even within the frame- 
work, you see, of laboratories that are guided, oriented by the criteria of a single 
firm, this differential efficiency in the conduct of inquiry and productiveness: 
thereby was revealed. 

Further, may I call the attention of this body to the point that the ry si asset 
for a whole society venturing to conduct the exploration of space is not found in 
the current or prevailing body of knowledge, but, more importantly, in the condi- 
tion of the means of production of new knowledge. Hence, if the organizations 
that pursue the work of producing new knowledge and of venturing alternative 
possible applications of that knowledge and design are so organized as to maximize 
the efficiency of the ay see of inquiry and its application, then the society will 
get the greatest benefit from it, and that will be a most powerful factor in affecting 
the general pace of the development. 

I mention that as against any possible sense of self-assurance that may eome 
from a view of what seems to be a very substantial body of knowledge and a very 
substantial body of personnel producing knowledge in our society. 

Next, it was found in this inquiry that it was fairly clear that the use of knowl- 
edge within the framework of property relations, for example under the patent 
system, was clearly a useful device for various firms, especially many of the larger 
right who could advantageously trade in patents and otherwise make use of patent 
rights. 

An attempt was made, somewhat speculative, but nonetheless interesting, to 
gage what might be the possible effect of the restriction or removal of the rights 
to take property and knowledge, if that were to occur in nonprofit institutions 
universities, and government, and if that were to occur in industrial firms. And 
the finding there was that surely the nonprofit institutions would continue to 
conduct inquiry and pursue its opeliaation within the framework of the resources 
available, and that the industrial institutions would continue to conduct inquiry 
and would do so because of the requirement of the conduct of inquiry and the 
discovery of new knowledge and the application to new design that comes from 
rying to advance the competitive position of firms. ' 

* * : * * * * * 

A third witness who held differing views in ping to the effort to 
amend the Space Act was Chicago Attorney Louis Robertson, a patent 
lawyer. He told the subcommittee, in part: 


* * * T think I am in the position of asking you gentlemen to save the —— 
system from its friends. What they want is in the right direction, but I think 

ey want too much. I think it would hurt the patent system. I think that 
when monopoly power is given to a private individual, that monopoly power 
having been derived by Government-financed research, there is likely to be a 
great deal of criticism of the results. 

One or two sad instances under that—one or two sad instances of the’exercise 
of that mono oly wer could bring great discredit upon the patent system. It 
perhaps shouldn’t be blamed on the patent system, because it would be because 
of excesses under the patent system, but just as the patent system suffered at the 
hands of the courts in the thirties and thereabouts for the excesses which have 
since been taken off, so the patent system would then be blamed for the excesses. 

* + * * * * * 


How far is it desirable to go in the direction which the patent lawyers have 
urged? Well, first of all, I think there should be, either by statute or by rigid 
ironclad regulation, a provision that any contractor whose employees make an 
invention will have a free right to use that invention, assuming of course that 
the employer has the assignment from his employees; that the Government, in 
other words, will not exclude him from the use of the invention developed under 
his research project or his other project—manufacturing project. 

Now that alone would be quite a good deal of incentive to the manufacturers, 
because they would be in on the ground floor of the promotion of those things 
which they were thus insured the right to promote. I don’t mean to say that it 
would always be enough. On the other hand, I think that rarely, if ever, is there 


24 NATIONAL AERONAUTICS AND SPACE.ACT OF 1958 


adequate reason to let the Government have a monopoly on the invention, of 
any kind. I think that if there is any provision retained for Government owner- 
ship of the monopoly t of the power, that that should be exercised under 
restrictions which would make it very di:cult to exercise. gel 

* * * * * * * 


I don’t, however, believe that there are many times when the monopoly power 
to the private industry on something developed by the Government or at its 
expense is justified. And if it isn’t justified, I think that the power to grant that 
power probably should not be in bureaucratic hands. There is too much danger 
that some of the administrators having that power would lack the constant desire 
and diligence necessary to keep it from being abused. 

They would lack, for example, usually any particular desire to protect the 
patent system from criticism by its abuse. They would no doubt have the 
desire to protect the public, but they would be much more anxious, probably; to 
get’ a research done than they would be to go to the last ditch in protecting the 
public. 

As far as getting the research done is concerned, it has been said quite a bit, 
I believe; that we should let the contractors have the patents because we wan 
maximum incentives. 

I Ry ecco Do we want, really, maximum incentives, unqualified? If we be- 
lieved in maximum incentives, wouldn’t we want 50-year patent systems, instead 
of 17; wouldn’t we permit cost-plus-25-percent contracts? Obviously we don’t 
believe fully in maximum incentives. e want adequate incentives. Perhaps 
we want incentives that would be the maximum that is permissible with the 
pam ow balance of other considerations. I am afraid that my patent colleagues 

nd to forget the other considerations. 

I believe that it would be possible to take care of the situation in a way that 
would cause very little administrative trouble in the ordinary case, and I would 
like to see consideration given to a type of statute, or conceivably it could be 
done under the present statute by regulation, which would provide that in the 
situations where the invention was made entirely under the research contract, 
there ‘would be no injunctions granted: ‘In other words, there would not’ be 
quite the full monopoly power. In situations where the Government right to 
assert ownership under general principles of hiring the invention done were less 
strong, the granting of injunction would be discretionary. ’ . 

Conceivably there might 'be a board provided for administratively assuring a 
particular contractor, if he showed a need for protection of an industry he wanted 
to start, which he wouldn’t dare start without protection, there might then be a 

rovision for giving, him the protection, giving him the monopoly under those 
Special circunistanced, but not otherwise. 

In the case of the patent system, we are convinced it is thoroughly worth- 
while, but that is a situation where the patentee is instigating what he does and 
is often taking great risks in doing it. ; 9 
| Surely, the same great valuable patent, which is justified under those conditions 
of a pom who does all the instigating and takes all the risks, is not necessarily 
just x apnea who does much less than that; perhaps does neither instigating 
nor taking risk. 1g 
_ It-is true that the contractor often brings to these contracts great skill, great 
collections of experts, great. know-how in his own field, and he is, perhaps, very 
well entitled to, royalty, but that-doesn’t necessarily mean that he is entitled to 
the monopoly power. Personally, I would be inclined to go as far as to even 
permit the royalty to be reduced in accordance with the Government contribution 
to the development of the invention,.and I don’t believe that that would neces- 
sarily create a great deal of trouble. It wouldn’t need to be determined admin- 
istratively, at least not unless some party wanted it to be, and.wouldn’t even 
need to be determined during trials. It could be expressly provided that that 
ed ery for reduction of the royalties would not make anything admissible 
during the trial of a case prior to decision that would not have been admissible 
otherwise, but it would be an element that could be considered by the court later 
in determining what is a reasonable royalty under all the circumstances. yay 
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PART OF PATENT. POLICIES NOT 
FIXED BY STATUTE OF VARIOUS GOVERNMENT 
AGENCIES 


The inventions with which Government agencies deal fall in two 
general categories; namely, (a) those made by Government employees 
and (5) those made by contractors or parties in privity with contractors. 

Executive Order 10096 provides a uniform policy for determining 
the disposition of rights to inventions made by Gov eriinsing employees 
whether such employees are hired for the purpese of doing research 
and development work or for duties other than research and develop- 
ment work. While the Executive order places the burden upon the 
employee to establish whatever rights he claims in the invention, in 
operation the Government does not assert title to inventions unless 
they are made by research and development employees. Even as to 
that category of employee, there is sufficient latitude given to nego- 
tiate the terms and conditions of employment, part of which may deal 
with disposition of rights to inventions made by the employee during 
the performance of his duties. 

To the extent that Government employees hired to do research and 
development work are given continuous employment, and most em- 
ployees in that category obtain some measure of employment security 
in their civil service ratings, their status with respect to the Govern- 
ment is similar to that of the employee hired by a private corporation 
to do research and development work. 

The situation differs, however, when the Government contracts 
with someone outside the Government to do research and develop- 
ment work. The policies of the respective agencies of Government 
not heretofore covered (as to inventions made through R. & D. con- 
tracts) are generally consistent insofar as they require that the 
Government be given a royalty-free, irrevocable license to use the 
invention. Beyond this, policies vary both as to substance and 
methods of implementing them. =~ M0! 

Here is a brief summary of some of the important policies ineffect: 


DEPARTMENT OF DEFENSE 


The Department of Defense acquires no patent rights on contracts 
calling only for delivery of supplies. On research and development 
contracts the Department requires an irrevocable, royalty-free, 
nonexclusive license to make or have made any invention arising 

tt DEPARTMENT OF THE INTERIOR 


The present policy of the Department of Interior is to attempt to 
insure that such inventions shall be available to the public by having 
the patents assigned to the Government., When this cannot be done 
because of the contractor’s refusal to accept an R. & D, contract with 
such clause, the exception to the, general policy is that, title will. be 
left with the contractor, the Government to be granted a,royalty-free, 
irrevocable license. 


DEPARTMENT OF AGRICULTURE 


Research and development contracts are authorized under the Re- 
search and Marketing Act, which requires that inventions resulting 
therefrom shall be made available to the public through dedication 
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or assignment to the Government. In the event assignment is taken, 
a royalty-free, nonexclusive license is thereupon made available for 


issuance to qualified persons. 
DEPARTMENT OF COMMERCE 


Policy is that there shall be flexibility to allow negotiation as _to- 
whether the Government takes title or nonexclusive license. The 
majority of R. & D. contracts financed by the Maritime Administra- 
tion, and these are of two general categories: (1) Entirely marine re- 
search. In this category the general policy is to reserve to the Govern- 
ment nonexclusive, irrevocable, royalty-free license. (2) Dealing with 
that research bearing on nuclear material or atomic energy. In this. 
category the Maritime Administration follows the policy of the Atomic 
Energy Commission under the Atomic Energy Act of 1954, which 
authorizes three clauses: (2) Government retains sole power for deter- 
mination and disposal of patent rights, contractor retaining no rights; 
(6) Government retains sole power for determination and disposa and 
the contractor is allowed at least a nonexclusive, irrevocable, royalty- 
free license; (c) Government retains sole power of determination and 
disposal but contractor is allowed. to retain sole irrevocable, royalty- 
free license except as against the Government. 


DeparRTMENT oF Heattu, Epvucation, AND WELFARE 


Basic policy is that R. & D. contracts will reserve to the Government 
the right to determine the ownership and the disposition of anv 
resulting invention. There are two exceptions to this basic policy. 
The first deals with nonprofit institutions where it is determined that 
the institution will necks the inventions readily available without 
unreasonable restriction or excessive royalty. The contract may 

vide that the invention will be left to the institution with stipula- 
ions in the contract: deemed necessary in the public interest. The 
second — relates to cancer chemotherapy: industrial research 
contracts, where the contractor may t the standard patent clause 
which implements the general policy of the Department, reserving 
the right of disposition of ventions to the Surgeon General, or an 
alternative clause leaving the right to patent inventions with the 
contractor, subject to certain limitations deemed necessary to protect 
the public interest. The alternative must contain the provision that 
there is reserved to the Surgeon General the right to either dedicate 
the information to the public or to assure ~ ty-free, nonexclusive 
licenses, notwithstanding any patent which the contractor had 
heretofore obtained. 


Orrice DepaRTMENT 


The contractor is to grant to the Government irrevocable, royalty- 
free license. However, this is limited to the extent that the Govern- 
ment may not use the license in competition with the contractor or 
any of its commercial licensees. Although the Government’s license is 
nonexclusive, it may give sublicenses to foreign governments but 
solely for use in those governments’ mail-handling activities. 


GENERAL SERVICES ADMINISTRATION 


The policy of GSA follows that of the Department of Defense in 
BK uses the contract clause established in section IX of the 


that G 
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Armed Services Procurement Regulations, whereby the Government 
receives royalty-free, nonexclusive license. 


VETERANS’ ADMINISTRATION 


Usual policy of the VA is to provide that the patents remain the 
property of the contractor, subject to nonexclusive, irrevocable 
royalty-free license to the Government for use and manufacture of 
the invention for governmental purposes. The VA in addition usually 
acquires the right to reproduce and disclose technical information, 
drawings, designs, reports, and data pertinent to the invention. 


TENNESSEE VALLEY AUTHORITY 


TVA has broad powers to make contracts for R. & D. work; however, 
presently there are no contracts outstanding for R. & D. The TVA 
also has the right to issue grants to nonprofit organizations; however, 
no regulations for the issuance of such grants have yet been promul- 
gated. TVA at present obtains all of its patents through inventions 
created by governmental employees. The basic law provides that 
inventions made by virtue of and incidental to employment by an 
employee shall be the property of the Government. The present 
policy of the agency is that it now allows title to inventions made by 
employees which are not “by virtue of and incidental to”’ the services 
of employment to remain in the inventor. 


PART IV—FINDINGS AND RECOMMENDATIONS 


In making its report and recommendations to the full committee, 
the Subcommittee on Patents and Scientific Inventions is not endeay- 
oring to treat the Government-industry invention-ownership problem 
across the board. It is not attempting to discover and remedy all the 
problems which are involved with the ownership of inventions pro- 
duced by private parties through contracts with the Government. 
It is not attempting to come to grips with all the fundamental issues 
which interlace the basic philosophies of our patent system and its 
operation. 

Such matters are beyond the mission and scope of authority of the 
subcommittee. 

The subcommittee has been considering one central point, as follows. 
What effect is the patent section of the National Aeronautics and 
Space Act of 1958 having upon the conduct of the overall U.S. space 

rogram? If that effect is adverse, to whatever degree, what should 
e done about it? 

Obviously, in a study of this kind it was impossible not to treat in 
detail much of the basic philosophy and traditional concept of the 
American patent system. The subcommittee was, in fact, obliged to 
do this in order to approach its mission rationally. Nevertheless, the 
subcommittee’s recommendations must be founded essentially upon 
the relationship between that part of the existing law which the 
Administration desires soesetchi and the progress of our national 
space effort. 

After a thorough review of the record and of the evidence accumu- 
lated in extensive hearings, the subcommittee has reached certain 
basic conclusions. 
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CoNncLusIoNns 


(1) The so-called patent provision (sec. 305) of the National 
Aeronautics and Space Act of 1958 is tending to complicate and retard 
the conduct of the American space program. 

(2) The patent provision of the National Aeronautics and Space 
Act of 1958 should be amended along the lines recommended by the 
National Aeronautics and Space Administration, but with certain 
safeguards added to make doubly certain that the proper interests 
of the Government and the public are protected. 

(3) A statement of congressional intent should be incorporated in 
the legislative history of the amendment in order to provide specific 
guidelines for its administration and, at the same time, sufficient 
flexibility to avoid hampering of the space program, 

- (4) Amendment of the patent section of the National Aeronautics 
and Space Act of 1958 should be accomplished at once, independently 
of such subsequent legislation as may be planned to standardize the 
patent policies of all Government agencies. 


EFrect oF THE CuRRENT LAW 


Research and development is the heart and soul of the space pro- 

am and promises to remain so throughout the foreseeable future. 
Galler the present law, however, the National Aeronautics and Space 
Administration is required to function under a statute and through 
regulations which make it difficult at times to achieve the research 
and development demanded by its program. 

There are two prime reasons for this in the eyes of National Aero- 
nautics and Space Administration officials who work with the patent 
clause. One is that the Space Administration must operate on 
principles which are at odds with those of the Department of Defense, 
taking title to inventions produced under its research and development 
contracts while the Department of Defense requires only a royalty- 
free, irrevocable license to use inventions produced through DO 
research and development contracts. The second reason is because 
many private contractors are reluctant to enter into research contracts 
with the Space Administration unless they will be permitted to retain 
the right to commercial exploitation of such inventions as may result. 

The first condition, the Space Administration alleges, results in 
considerable confusion and redtape since many avenues of NASA 
research follow the same lines as DOD research and frequently involve 
the same contractors at the same time. The second condition results 
in an inability to secure the best research for lowest cost and in the 
shortest time. 

On the basis of its inquiry, the subcommittee finds that there is 
evidence to sustain the foregoing arguments. It is true that the 
evidence could be stronger than that which has been presented. On 
the other hand, the subcommittee recognizes that there are hard 
reasons why individual contractors do not wish to be classified as ones 
“holding out’”’ on research efforts so vital to the Nation. To do so 
places management officials between the devil and the deep. They 
are responsible under the oo enterprise system for operating a 
profitable business, yet if they decline Government business because 


it is unprofitable they become vulnerable to charges of lack of patriot- 
ism. erican industry should not be placed in this awkward, 
often injurious, position. 
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Nevertheless, the subcommittee received sufficient evidence to 
convince it of the logic of the position taken by the National Aero- 
nautics and Space Administration, a position broadly supported by 
other agencies of the Government, including the U.S. Patent Office, 
by industry and by the legal profession. 

At the request of the subcommittee chairman, for example, the 
following concrete instances of Stoaly encountered because of the 

atent section have been related by the National Aeronautics and 
pace Administration. 


Case No. 1.—The Westinghouse Electric Corp. believes that they have made 
some very basic and fundamental discoveries in the technique of maintaining 
and regulating an are discharge in a gaseous medium. The discoveries which 
Westinghouse Electric have made in connection with are discharge resulted 
from their studies over the years of the phenomena of are discharge. It ap- 
peared to technical representatives of Westinghouse Electric that these recent 
discoveries could well have application to the development of high-velocity 
wind tunnels capable of producing velocity of the order of Mach 15. Westing- 
house Electric informally inquired of NASA whether or not a contract for re- 
search and development with NASA to apply their discoveries in the field of are 
discharge to the development of a high Mach number wind tunnel would permit 
them to retain commercial rights in inventions made in the performance of such 
a contract. Westinghouse Electric appeared to believe that there would be 
further demand for such wind tunnels not only by the Government but by indus- 
try, and the retention of commercial rights in inventions would enhance their 
competitive position in supplying wind tunnels, utilizing their techniques. West- 
inghouse Electric was advised that the only procedure to accomplish this ob- 
jective is the waiver under subsection 305(f) of the NASA Act, as implemented 

y NASA regulations. These regulations provide for the granting of waiver by 
the Administrator of NASA upon recommendation of the NASA Inventions 
and Contributions Board, and therefore any specific action cannot be foretold. 
These regulations do provide that waiver may = ranted if it is shown that the 
invention has only incidental utility in the conduct of activities with which 
the Administration is particularly concerned, and has substantial promise of 
commercial utility. It would appear that any invention in the field of wind tunnel 
design would not be said to have only incidental utility in the conduct of activities 
with which NASA is concerned. Accordingly, this provision for waiver offered 
little promise that a waiver of the Government’s rights in these inventions could 
be obtained. 

Another provision for waiver is where it is shown that the invention is directed 
specifically to a line of business of the contractor with respect to which contrac- 
tor’s expenditure of funds in the field of technology to which the invention 
pertains has been large in comparison to the amount of funds for research and 
development work in the same field of technology expended under the contract 
of the administration in which the invention was conceived or first actually 
reduced to practice. It would appear that any invention in the field of wind 
tunnel design would not be likely to qualify under this provision. None of the 
other provisions for waiver appeared to offer better hope to obtain commercial 
rights. Accordingly, Westinghouse Electric now has the matter under con- 
sideration. It should be added that Westinghouse Electric has contracts with 
NASA in fields of technology where their commercial position is not so critical. 

Case No. 2.—The Electric agri, Battery Co. was requested by McDonnell 
Aircraft Co., prime contractor for Project Mercury, to accept a subcontract for 
the development of a battery to be used in Project Mercury. Since the research 
and development to be undertaken pursuant to this request would parallel the 
Electric Storage Battery Co.’s own sponsored research program, and since the in- 
ventions emanating from this undertaking would be subject to the patent provi- 
sions of the National Aeronautics and Space Administration Act, Electric Storage 
Battery refused to enter into this subcontract with McDonnell Aircraft Co. Had 
it not been for the fovelopenent of an alternative power supply by another NASA 
contractor, the refusal of Electric Storage Battery to take a subcontract with 


McDonnell Aircraft merely because of the NASA patent provisions could have 
seriously impaired or delayed Project Mercury. 

Case No. 3.—The Motorola Co. has made certain discoveries in photographic 
processes and techniques which appear to have substantial promise of commercial 
utility. These discoveries in photographic processes and techniques were made 
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independently of any Government sponsorship and are presently the exclusive 
property of the Motorola Co. It appears, however, that these photographic 
processes and techniques may have application in the solution of problems of 

hotography in space exploration, and officials of the Motorola Co. approached 

ASA to suggest a research and development contract to apply these techniques. 
to problems in outer space photography but desired to ascertain whether such 
an NASA contract would result in the Government acquiring title to any of these 
inventions. 

The answer to the foregoing question depends upon whether these inventions. 
have been “‘actually reduced to practice,’ a matter not easily ascertainable. It 
is the policy of NASA not to acquire, except by direct purchase, rights in inven- 
tions that have been actually reduced to practice prior to the placing of a con- 
tract with NASA. Because the investigations eindentohed by Motorola are still 
in an experimental stage, some questions remain as to whether or not their 
present state of development would, in each case, be considered as an “actual 
reduction to practice.” Moreover, the Motorola Co. desires to continue their 
own research and development program in the commercial applications of these 
new photographic techniques and processes, and therefore desires to retain com- 
mercial rights to all new inventions. The NASA patent provisions leave in 
doubt the desirability of making a proposal to NASA to support such investigation. 

Case No. 4.—The General Electric Co., under contract with an agency of the 
Department of Defense, had successfully completed the basic research and 
study to indicate the applicability to missile guidance of certain phenomena 
erovety discovered by the General Electric Co. relating to superconductivity. 

ASA desired to join with the Department of Defense in applying these dis- 
coveries in superconductivity to space vehicle guidance. This joint sponsorship 
would, of course, necessitate the incorporation in the contract of the special 
NASA patent provisions which are less favorable to the contractor than those 
of the Department of Defense. The contractor refused to take the contract 
under such joint sponsorship, and presumably this investigation, if undertaken, 
will have to be supported solely by the Department of Defense. It should be 
added that the General Electric Co. is participating under research and develop- 
ment contracts with NASA in many other areas of research and development, 
and their reluctance to accept NASA’s support in this specific case was un- 
doubtedly attributable to their reluctance to grant any rights in the background 
inventions involved in this undertaking. 

Case No. 5.—Narmco Industries, Inc., of San Diego, Calif., was requested by 
NASA to undertake some research investigations bearing upon the development 
of new structural materials for outer space application which would involve the 
impregnation into plastic or metal structures of fibers or disk-like flakes of ceramic 
or glass materials. Narmco would be responsible for the development of the end 
material but would be required to seek from the glass or ceramic industries the 
improved fibers and disk-like materials which were to be incorporated into the 
plastic or metal matrix. On investigation, Narmco found that the glass and 
ceramic industries were reluctant to participate in this program if their partici- 
pation would subject them to the patent provisions of the NASA Act. Because 
of these difficulties, this proposed investigation did not materialize. However, it 
is understood that Narmco has accepted contracts with the Departments of the 
Air Force, Army, and Navy for the above research and development investigations. 

Case No. 6.—The Associated Piping Engineering Co., of Compton, Calif., has 
apparently developed, independently of any Government stay hg 6 a novel 
process for welding ae containing alloys. It appears that the process 
developed by Associated Piping could be applied to tungsten or molybdenum to 
achieve a NASA objective which is important in our space program. The NASA 
patent provisions, which would be required to be contained in such a contract, 
are presently delaying the placing of a contract with this firm. It appears that 
Associated ae a well-established proprietary position in this field. Not 
only would they be required to give the Government patent rights, if they were 
to enter into a contract, but would also be required to convey information de- 
veloped under such a contract and background information under conditions 
where they may be made available to the public. 

Case No. 7.—The Lesona Corp., subsidiary of Patterson-Moof Corp., was ap- 
eat by NASA to develop a carbon dioxide analyzer for use in Project 

ercury. ma, the owner of patents for this subject matter, had granted an 
exclusive license to another firm under all inventions covered by its patents and. 
all improvements therein. Under the NASA patent provisions required in the 
proposed NASA contract, the Government would acquire exclusive rights in in- 
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‘ventions made in the performance of work under the contract and Lesona could 
be held to have violated the terms of its exclusive license agreement. Even 
though Lesona wanted to accept the NASA contract, the officials of the company 
decided that it would be in the best interests of the company to refuse the work 
with NASA. 

The foregoing examples typify the difficulties encountered as a result of the 
— provisions of the National Aeronautics and Space Administration Act. 

owever, there is reason to believe that many other industrial firms are reluctant 
to do business with NASA because of the patent provisions of the act. NASA 
would not be aware of this reluctance because these firms have not been seeking 
business with NASA. We understand that the Industrial Nucleonics Corp. has, 
in testimony before the Congress, indicated their reluctance to do business with 
the Atomic ear, Commission because of the patent policy of AEC. We also 
understand that Industrial Nucleonics, for the same reason, will not do business 
with NASA. It is also understood that the Garrett Corp., of Los Angeles, would 
be unwilling to accept contracts with NASA in fields of technology related to 
their commercial business if inventions would be likely or necessary in the fulfill- 
ment of the work requirements of the contract. We also have reason to believe 
that Statham Instruments, of Los Angeles, would refuse to accept research and 
development contracts of NASA in certain fields of technology. 


Because of its particular applicability to the problem at hand, the 
subcommittee desires to draw attention to an elaboration of a case 
cited in the foregoing. This case involves one of the leading space 
research organizations, and the communication here reproduced is 
from one of the Nation’s best known industrial scientists. 


GENERAL Co., 
Syracuse, N.Y., December 17, 1959. 
Hon. Erwin 
Chairman, Patent Subcommittee, Committee on Science and Astronautics, House of 
Representatives, Washington, D.C. 


For many years various elements of the General Electric Co., principally its 
research laboratory and general engineering laboratory, have been conducting 
studies of superconductivity peenorene. in the field of cryogenics; i.e., studies of 
the electrical conductivity characteristics of materials which have been cooled 
to temperatures near absolute zero. For about 10 years, such studies were 
financed solely by General Electric Co. These tests and studies indicated the 
feasibility of using supercooled materials to produce a gyroscope which should 
have significantly greater accuracy than conventional gyroseopes. In the course 
of this research and development work, several inventions have been conceived 
and either actually reduced to practice, or constructively reduced to practice, 
by the filing of patent applications in the U.S. Patent Office. 

In March of 1959, the Boston Ordnance District, Ordnance Department, U.S. 
Army, awarded contract DA-19-020-ORD-4831, which authori General Elec- 
tric to perform certain exploratory research directed toward the ultimate develop- 
ment of such a cryogenic gyroscope. In the above contract, the above prior 
‘General Electric inventions were excluded from the license grant of the “patent 
rights’’ article. 

In October 1959, negotiations were started to supplement the initial contract 
by authorizing further work to include the final evaluation of the gyroscope 
motor and bearing devices, the completion of a laboratory model gyroscope which 
was then in an advanced stage of construction, and an evaluation of the motor 
and bearings when combined in one device. We were advised that approximately 
half of the financing for this further work was to be supplied by NASA, and that as 
a consequence, the NASA “‘property rights in inventions” clause must be included 
in the contract. 

Some of the inventions excluded from the license grant of the original contract 
had not been actually reduced to practice at the time this proposed supplemental 
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agreement was under negotiation. To accept the supplemental agreement with 
the NASA “property rights in inventions” clause would have meant that when 
these inventions were first actually reduced to practice, they would become the 
exclusive property of the United States, subject to some possibilities of waiver, 
of which, however, General Electric could not, under NASA procedure, be con- 
tractually assured. 

The future of such cryogenic gyros is not known with certainty at this time. 
They appear to have applications of interest to the commercial business of the 
General Electric Co. as well as potential applications for Government purposes. 
The patent rights represented by the inventions in question represent means by 
which General Electric may hope partially to recover the sums expended by it in 
this and related developments, not all of which have been successful, and to develop 
additional capital to continue research which will lead to future developments. 
For these reasons, the NASA terms were not acceptable to and were not accepted 
by the company. 

As a result of subsequent negotiations, a contract with a non-NASA agence 
has been received which contains re patent provisions and whic 
permits the cryogenic work to go forward. While the parties were pleased that 
they could achieve this desirable end, such an alternative would not be available 
in every case. We believe, however, that it is clearly not in the national interest 
that NASA sponsorship of work in this field and under these circumstances be 
frustrated by a statutory requirement that it insist on patent provisions which, 
as prior testimony before this committee will show, most research oriented com- 
panies consider unfair, unreasonable, and unnecessary for any proper govern- 
mental purpose. 

Very truly yours, 
Grorcr L. Hauter. 

The subcommittee’s record contains evidence of other industrial 
firms, large and small, which have acknowledged reluctance to do 
research and development business with the Space Administration. 

Finally, the subcommittee cannot ignore the candid and _near- 
unanimous sense of disapproval which is being expressed for the 
current patent section of the oe Act by private enterprise. The 

und swell of opposition to this part of the law, which has arisen 
in the relatively short period of 15 months of NASA operation, is 
remarkable. Even if there were no concrete evidence that the patent 
provisions of the Space Act are slowing down U.S. efforts to forge 
ahead in space exploration, this blanket dissatisfaction with the 
current law would be cause in itself for serious reappraisal. 


RECOMMENDATIONS 


The subcommittee recommends— 

(1) that the amendment to section 305 of the National Aero- 
nautics and Space Act of 1958 which is set out below be adopted 
by the full committee and reported to the House; 

(2) that the “Statement of Congressional Intent,’”’ which follows 
the amendment, be vs api by the full committee as part of the 
legislative history of the amendment; and 


(3) that the proposed amendment below be substituted for sec- 
tion 11 of H.R. 9675, 86th Congress, when such bill comes before 
the full committee, and if H.R. 9675 or its equivalent is not acted 
upon that the full committee report the proposed change by other 
means. 
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Text or SUBCOMMITTEE PROPOSAL 


A BILL To amend section 305 of the National Aeronautics and S Act of 1 relating to property 
rights in inventions 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 305 of the National Aeronautics and 
Space Act of 1958 is amended to read as follows: 


IN INVENTIONS 


“Sec. 305. (a) Each contract or other arrangement entered into by the Admin- 
stration, and each subcontract at all tiers thereunder, which has as one of its 
purposes the performance of experimental, developmental, or research work, shall 
contain provisions prescribed by the Administrator governing the disposition of 
the rights to inventions conceived or first actually reduced to practice in the 

rformance of such work thereunder in a manner calculated to protect the public 
nterest and the equities of the contractor. In all cases such provisions shall 
reserve to the United States not less than an irrevocable, nonexclusive, non- 
transferable, royalty-free license for the practice of such invention throughout the 
world by or on behalf of the United States; and the reservation of such a license 
shall be deemed to provide for rights in inventions in a manner sufficient to pro- 
tect the public interest and the equities of the contractor as required by this sub- 
section in any case unless the retention or acquisition by or reservation to the 
United States of a greater right (1) is required under any other law of the United 
States or (2) is determined by the Administrator to be required in the interest of 
the national security or the genera! welfare. 

“(b) The Administrator or his designee may, whenever the contract provides 
for the vesting of title to an invention in the United States, waive the rights of 
the United States to such invention on such terms and conditions as he determines 
to be in the best interest of the United States; but any such waiver shall be subject 
to the reservation of an irrevocable, nonexclusive, nontransferable, royalty-free 
license for the practice of such invention throughout the world by or on behalf of 
the United States or any foreign government pursuant to any treaty or agreement 
with the United States. 

“(c) The Administrator may waive, upon the same terms and conditions as 
those provided in subsection (b), all or any part of the rights of the United States 
to inventions made in the performance of any work under any contract entered 
into by or for the Administration before the date of the enactment of this sub- 
section. Any contract entered into by or for the Administration before the date 
of the enactment of this subsection on which final payment has not been made on 
such date may be amended without consideration to effectuate the purposes of 
this section; but no such amendment shall affect the status of inventions which 
have become the exclusive property of the United States. 

“(d) The Administration shall be considered a defense agency of the United 
States for the purpose of chapter 17 of title 35 of the United States Code.” 


The following statement of intent, which incorporates standards to 


ide the Administrator in carrying out the proposed amendment, is 
erewith submitted for full committee consideration. 


STATEMENT OF CONGRESSIONAL INTENT 


It is the intent of the committee, in recommending revision to 
section 305 of the Space Act of 1958, to provide the National Aero- 
nautics and Space Agency with further means by which the necessary 
advances and innovations in the fields of technology most pertinent 
to the missions of that Agency may be brought about in the shortest 
possible time and at the lowest cost. 

Recognizing that continuation of the free enterprise system is 
dependant upon maintenance of adequate incentives to compete in 
business, and recognizing further that the greatest incentive in private 
ownership of inventions and patents thereon lies in the prospect of 
commercial utilization of the inventions, the committee urges the 
Administrator of the National Aeronautics and Space Agency to take 
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from private ownership only so much of the property right in inven- 
tions and gate thereon as may be necessary to fulfill the require- 
ments of Government and protect the public interest. 

In determining the disposition of the rights in inventions and 
patents arising out of research and development work done in con- 
nection with NASA contracts, it is here believed that the public 
interest, the equities of the inventors and their assignees, and the 
needs of the Government may best be served by obtaining for the 
Government not less than a royalty-free, nonexclusive, irrevocable 
license for the Government to use, for governmental purposes, the 
inventions or patents resulting from such work, leaving the remaining 
rights as well as title to the inventions and patents thereon to the 
inventors and their assignees. Where, however, retention of the 
remaining rights or title to such inventions or patents thereon in the 
inventors or their assignees would appear likely to run counter to the 
public interest or the needs of the Government, the Administrator 
should secure for the Government such additional rights, including 
the entire right, title, and interest if necessary, to prevent, reduce, or 
eliminate such adverse effect. 

In determining whether the public interest and the equities of the 
contractor would be best protected by the reservation of an irrevo- 
cable, nonexclusive, nontransferable, royalty-free license, by the acqui- 
sition of the entire right, title, and interest to the invention involved 
or by the reservation or acquisition of other rights, the N ational 
Aeronautics and Space Administrator should consider— 

(1) Any of the following elements which may exist, being 
circumstances normally favoring retention of title by the con- 
tractor: 

(A) Where the technological field being explored under the 
contract is so related to fields of commercial endeavor that 
the inventions likely to result would have substantial promise 
of commercial utility and their early development would be 
apt to benefit the national economy; 

(B) Where insistence upon more than an irrevocable, non- 
exclusive, nontransferable, royalty-free license for govern- 
mental use would preclude or seriously impair contracts for 
the desired research and development work and alternative 
sources for the contract are not readily available; 

(C) Where inventions likely to be involved under the 
contract have been conceived and constructively reduced to 
practice by the contractor prior to the contract; and 

(D) Where the contractor has extensive competence and 
experience in the field of technology which is to be explored 
under the contract and inventions likely to result. would be 
attributable to such competence and experience; 

(2) Any of the following elements which may exist, being 
circumstances normally favoring the right to acquire title by the 
Government: 

(A) Where the contract calls for exploration into fields 
which directly concern the public health, safety, or welfare 
and the inventions likely to result would be useful directly in 
such fields, and the public interest would be best served by 
making such inventions available for all to produce or use 
without payment of royalties ; Ora 
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(B) Where it is likely that any inventions actually reduced 
to practice under the contract will have depended in sub- 
stantial degree upon the prior or parallel conceptions and 
work of other parties, governmental or private; 

(C) Where the Government has been, at the time of con- 
tracting, the sole or prime developer of the field of technolo 
involved, or has provided all or virtually all of the fun 
required for the operations and activities of the contractor 
in such field; an 

(D) Where the field of technology involved in the contract 
is entirely new, without significant commercial or private 
history, and with little chance of nongovernmental develop- 
ment in the foreseeable future; and 

(3) The following additional elements: 

(A) The applicability of other laws of the United States 
property rights in inventions; 

(B) ether conformity with the policies of other agencies 
of the United States in drawing up contract terms is desirable 
or necessary; and 

(C) Such other standards and criteria as the Administrator 
may consider desirable or appropriate in carrying out the 
purpose of the space program. 

Although the foregoing policy is intended to be implemented by the 
inclusion of appropriate clauses in contracts to be awarded by the 

dministration, nothing herein should be construed as a limitation on 
the right of the Administrator to use any and all patented inventions 
in carrying out the work of the Administration, whether the right to 
use is obtained by purchase or other agreement or is exercised under 
the provision of the act of 1910 (28 U.S.C. 1498). 


EXPLANATION OF CuRRENT LAW 


In summary, the current patent section of the National Aeronautics 
and Space Act of 1958 (see p. 4 for text) provides that any invention 
made under a contract with the Space Administration “‘shall be the 
exclusive property of the United States * * *” (sec. 305(a)). It 
further provides that no patent may be issued to any person if the 
invention involved appears to the Commissioner of Patents to have 
“significant utility” for the space program unless the applicant swears 
under oath that he developed his invention without aid from the 
Space Administration; even then, the apehoans may be overridden 
by the NASA Administrator and/or compelled to find any remedy due 
him through complicated appeal procedures (sec. 305 (c), (d), (e)). 
Government rights in inventions may be waived if the Administrator 
can show that ‘the interests of the United States will be served 
thereby” (sec. 305(f)). 


EXpLaNATION OF NASA Proposat 


The National Aeronautics and Space Administration proposes to 
strike this section out of the law and substitute for it a provision which 
would place in the Administrator discretion for acquiring title to 
inventions produced under NASA research contracts. (See p. 11 for 
text.) In making his decision the Administrator would be required 
to “protect the public interest and the equities of the contractor.” 
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He could, in cases where the contract provided for title rights in the 
Government, waive such rights. He would have authority to bring 
prior contracts into conformance with such new policies as might be 
promulgated through the waiver process. 


EXPLANATION OF SUBCOMMITTEE PROPOSAL 


In essence the subcommittee proposal (see p. 33 for text) is the 
NASA Yager with certain amendments, some major and some 
technical. 

The major changes are these. 

Section (a): The subcommittee has added a provision which would 
require the NASA Administrator in all research and development 
contracts to obtain for Government use not less than a royalty-free, 
irrevocable license on any inventions produced thereunder. There is 
no such statutory requirement in the NASA proposal. This provision 
would make absolutely certain that the Government would receive 
the benefits of the contract at no extra cost. In addition, the sub- 
committee has added a provision designed to expedite the administra- 
tion of space research contracts. This provision simplifies the Admin- 
istrator’s duties by specifying that the public interest will have been 
adequately protected by the acquisition of a royalty-free, irrevocable 
license unless the Administrator determines (1) that he must acquire a 
greater right in the invention because of other Federal statutes, or 
(2) the national security or general welfare demands a greater Govern- 
ment right. The reason for (1), above, is quite clear. It is included 
to assure harmony and consistency of contract policies in cases where 
NASA is collaborating with other Government agencies, such as the 
Atomic Energy Commission or the Department of Health, Education, 
and Welfare, whose organic statutes or policies based thereon require 
title to certain inventions. In (2), above, the purpose is to prevent 
undesirable monopolies which might arise in connection with some 
invention which has paramount significance for the Nation’s security 
or public welfare. Admittedly, the term “general welfare’ is a broad 
one, but it is used in order to cover situations which may not involve 
security but which are nonetheless vital to humanity as a whole. 
Examples might be inventions leading to radical breakthroughs in 
medical science or those which might provide a navigational key to 
near-perfect safety in air travel—and both are possibilities which could 
arise through space research. Another reason for the broad phrasing 
is to cover situations in which the awarding of the patent to the con- 
tractor would be manifestly unfair to other private parties for reasons 
set out in the “Statement of Intent.” (See 2 (B) and (C) p. 35.) 

Other changes in sections (a), (b), and (c) are technical in nature 
and have been made only for purposes of draftsmanship or clarifica- 
tion. They have not changed the substance of the NASA proposal. 

Section (b) permits the Administrator or his designee to waive 
Government rights to take title where the contract has provided for 
such rights, provided that a royalty-free, irrevocable license to use the 
invention is retained. Such license could be employed by either the 
United States or a foreign government pursuant to treaty. The pur- 
pose of this wording is to permit the Government to carry out its 
treaty eee some of which involve Government-owned property. 
It is not the purpose of this wording either to encourage or permit 
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foreign use of Government-owned inventions for commercial purposes 
and it was for this reason that the subcommittee carefully refrained 
from using such ee in its amendment to section (a). 

Section (c) extends the waiver right of the Administrator to cases 

involving contracts already in existence at the time of enactment of 
the new provision. It permits such contracts to be amended so as to 
conform to policies established under the revised law. However, it 
does not extend to inventions which, under prior procedures, have 
already become the property of the United States. 
_ Section (d) is related to the secrecy provisions of the Patent Code. 
It permits the Administrator to request the Commissioner of Patents 
to withhold the issuance of patents on certain inventions when 
national security factors require secrecy. It is a provision retained 
from the present patent clause of the Space Act. 


RATIONALE 


Neg ef years ago the Federal Government was spending about 
half a billion dollars a na on research and development. Ten years 
ago it was spending only a little over $1 billion. Poday the Govern- 
ment is spending upward of $8 billion on research and development, 
including test and evaluation, about 56 percent of which is done 
under contract with private contractors. It is anticipated that the 
amount of Federal research contracted ‘‘out’’ will increase to 65 per- 
cent or better within the next several years. It is further anticipated 
that the National Aeronautics and Space Administration, which is 
one of the top three Government agencies from the standpoint of 
research volume (the Department of Defense and Atomic Energy 
Commission are the others), may become the leader in this area before 
the decade has run its course. 

These facts are recited merely to place the importance of NASA’s 
patent policy in its proper context. In view of the trends, it seems 
clear to the subcommittee that the issues here under consideration 
have marked significance not only for the progress of the present mpuce 
program but even greater significance for its future success or failure 

Since the Government has become so prominent in research and 
development during the past few years and today is responsible for 
well over half of all the research funds spent in the Nation, it is 
not surprising that we frequently hear this argument: ‘If the Govern- 
ment pays for the invention, it should own the invention; if the 
Government fails to insist on title, it is guilty of unjustified ‘giveaways’ 
and failure to protect the public interest.” 

Having investigated the matter thoroughly, the subcommittee is not 
impressed with this argument per se. Asa basic premise, it appears 
specious. 

If Federal ownership of inventions produced under NASA contracts 
gave the Government an advantage it does not receive from an irre- 
vocable royalty-free license, if it normally enhanced the public inter- 
est, if it actually stimulated commercial use of the invention—then 
the “Government pays—Government must own’ concept would 
indeed be valid. Inquiry, however, shows that in a heavy majority 
of cases NASA ownership would accomplish none of these things. 

The Government does not make, and never has made, any effort to 
protect its patents or see that they are worked. It does not sue 
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infringers. Neither does it grant exclusive licenses, without which 
the invention is generally ignored by private industry. Moreover, 
expert testimony received by the subcommittee indicates that if the 
Government did these. things on a a scale it would be competing 
with private enterprise to the serious detriment of the latter. 

This being the situation, there is little apparent value to the Govern- 
ment in claiming title to such inventions. The license which NASA 
would receive is a broad one. It not only permits complete Govern- 
ment use of the invention with no payment of royalties, but it allows. 
the invented article to be produced by me, Sears ort NASA chooses. 
The Space Administrator would not be limited to dealing with the 
inventor-contractor, but would be entirely free to turn to the lowest 
bidder. And it should be noted that even if the proposed new patent 
section to the Space Act did not require NASA to obtain this broad 
license in all its research and development contractual dealings, the 
Government has statutory authority to make or have made, for Gov- 
ernment purposes, any patented product without being subject to 
injunction and without subjecting its product supplier to suit. In 
these cases the only remedy is a suit against the Government for 
reasonable royalties in the Court of Claims (28 U.S.C. 1498). 

Taking title to inventions thus would mean little to NASA in most 
instances, whereas retention of title by the contractor is much more 
likely to result in commercial and a strengthen- 
ing of the national economy. (See pt. II, “Summary of Testimony.’’) 

the other hand, the subcommittee does not subscribe to the argu- 
ment it has frequently heard that there is never any real purpose in 
Government ownership of inventions rem under space research 
contracts. On reflection and study this argument appears to be as 
fallacious as the argument that the Government is indulging in ‘‘give- 
aways” whenever it takes only a license. 

A number of conditions under which NASA ownership would seem 
warranted are set out in the foregoing “Statement of Intent.”’ 

‘ reasons for NASA may be summarized as 
ollows: 

First, NASA may wish to assert title as a protection against pay- 
ment of royalties when the contractor who has done the research does 
not want a patent on his invention. 

Second, title in NASA may be necessary as a matter of fairness — 
not as to the Federal equity involved, but in order to avoid giving one 
contractor an eabarabd favored position over other contractors; such 
circumstances might arise when extensive preliminary work in the 
field of the contract has been done either by the Government or pri- 
vate parties. 

Third, NASA may wish to affect a dedication of the invention to the 
public where the invention sought will provide universal benefits for 
mankind or have crucial meaning for the Nation’s security; in such 
cases, dedication might obviate the risk of excessive costs or the 
danger of nondevelopment by a private owner. 

Fourth, it may be expedient and even necessary to assert title when 
failure to do so would result in inconsistency and confusion because of 
the differing policies of other Federal agencies. 

Finally, it is important to note that NASA testimony before the 
subcommittee has disclosed the intent of the Space Administration— 
if the proposed change in the law is adopted—to acquire under certain 
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circumstances something more than a license but less than title. This 
would result from a contractual provision which would make the con- 
tractor’s right to title a conditional one. The right would be voidable 
if the inventions specified in the contract were not developed and used 
so as to foster the public interest. 

The subcommittee wishes to emphasize that the position it takes 
here is one which avoids the extremes. The proposal it recommends 
does not demand that title from space research contracts inevitably 
become the property of the United States, subject only to possible 
waiver; nor does it hinder the vesting of title in the United States 
when this is necessary or appropriate. 

The subcommittee believes that its proposal, taken in conjunction 
with its “Statement of Intent,” is a balanced compromise which will 
speed the space program, hold administrative problems on patent 
matters and inventions to a minimum, and, at the same time, insure 
the protection of the public interest. 
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